OFFICIAL USE ONLY 
DEPARTMENT OF STATE 


Memorandum of Conversation 


(Telephone ) oie wa 
DATE: December 31, 19 E 
Se 
SUBJECT: Status of ARAMCO-SAG Sidon Price Arbitration q 
C 
Ej 
™ = 
mi 
PARTICIPANTS: Mr. James Knight, ARAMCO Representative, Washington, D.C. 
NE/E - Mr. George Bennsky in 


COPIES TO: NEA, NE, NE/E, FSD, JIDDA 


A 








Mr. Knight called to inform the Department of the status of the 
arbitration of SAG's claim against ARAMCO for $105 million. SAG's 
claim is based on its allegation that, due to the differential between 


Sidon and Persian Gulf prices, considerable profits have accrued to 
the Company on which no taxes have been paid. 


On December 28 ARAMCO officials and Minister of Finance Surur met 
to exchange the names of their respective arbitrators. The SAG 
arbitrator is Frank Hendryx, a lawyer and SAG's new petroleum adviser. 
ARAMCO's arbitrator is Saba Habashy, an Egyptian lawyer who represented 
ARAMCO in the Onassis arbitration. ARAMCO has also selected its agent-- 
George Ray, its General Counsel. SAG has indicated it would 
select an agent, but as yet has not done so. Mr. Kni ed that 
it was possible that SAG might select Hamid Sultan. 


tone 


oo | 
The agents will handile the mechanics and paper wor’ o e 


arbitration. Once this is accomplished, Hendryx and Hatashy can meet 
and select the third arbitrator. Mr. Knight said it was possible 
that the Sidon price arbitration would turn out to be somewhat less 


complicated than the one over the Onassis matter, since the problem 
was considerably more clear cut. 
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The item identified below has been withdrawn from this file: 
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In the review of this file this een was removed because access to it is 
restricted. Restrictions on records in the National Archives are stated 
in since wat specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it contains: 


(Mi Security- Classified Information 


[ ] Otherwise Restricted Information 
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“UNITED STATES OF AMERICA : 
2 re x 2 enna. 
OFFICIAL USY_ONLY . imerican Linbassy, ag 
OFFICLAL—Ili Onl Jidda, Saudi «rabia, § 
eee January 9, 1958 


Dear ire Newsom: 

i have your letter of January ?, 1958 to Joe Donohoe informing 
him some material relating to Vonorada's unsuc“essful efforts in 
Neutral Zone oil negotiations had been transmitted to ilre Dohm. 


uany thanks from Joe. 


passing on to lire Dohme Just prior to his departure for beirut 

iy, Makhlouf, an Egyptian Adviser to tir. Dohm, gave the attached 
document to Ambassador Wadsworth. lire Makhlouf had found this f 
paper on the floor of ‘iis hotel room heree He cannot say whether 
these notes in Japanese were dropped accidently by someone making 

a search of his roomy or whether they were planted for nis informa- 
tion. “s no one here reads Japanese, he wanted the notes passed 

on to the Department for information and then to ir. Vohm if there 

was no objection. 
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Director of Petroleum 4ffairs ¢*bdullah Tariki has not been in Us 
Jidda for many weekse Upon his return we hope to secure his views ~ 
on the SAG-Japanese Neutral Zone agreement and latest insights = 
into current nezotiations in Kuwait. C 
A 


Sincerely yours, 


William Lb. Toomey ‘ \ 
Second Yecretary of Embassy 


Tr” 
nm 


-_——— 


David liewsomy Esquire, 
Officer in Uharge of Iraq-Saudi Affairs, 
Near East, South Asian and African Affairs, 5 
Department of State, 4 
Washington 25, De. U. ro) 
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Appraisal of O11 Fields (Valuation of 0411 Area) 


1. Najran area 

Inagauch as the area is the one returned to the Arabian Goverment 

| by Aramco (relinquished area, July 1919, July 1955) it ie considerably 
less Fralueris7 than the Rijadh area (preferential area) from the view- 
point of oi) field valuation. It is not considered an area which demands 
a premium, | 

2. Neutral sone offshore area 

In these waters, Anine? already has acquisition rights on two small 
islands (Qasu Island, Meradim Islend), (Furthermore, it includes six 
wiles of tidewater area surrounding the two smal] islands.) 

These emll islands (partieulerly Maradim Island) are important 
islands insamuch as it is thought that it (Maradja belongs to the 
Safania o11 field orggnisation series. 

The valuation ef the rights to the remaining area after these 
important areas are removed from the offshore area is low from a 
teohnioal viewpeint. | 

3. Rijedh area 

Sines it is a preferential area of Aramoo its appraisal is high 
compared, with the other areas. Petroleum prospecting, however, will 
require much tine (many years) and enormous expense. 
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Info 

TO: Secretary of State 
RMR 
ae NO: 386, January 16, 5 p.m. 
G 
SP SENT DEPARTMENT 386, REPEATED INFORMATION JIDDA 313, 
\, . TOKYO UNNUMBERED. 
L Radio Cairo quotes Saudi Second Counsellor of Embassy Washingto 
INR as stating Japanese received Saudi rights off-shore neutral zon 
FE because they Submitted best terms. Japanese participation in 
P exploration Arab oil has opened big market for Saudi crude. US 
UOP restrictions on oil imports occurred at a time when world oil 
UMSA consumption increased 7 percent, therefore Saudi Arabia found 
aa it suitable look for oth¢r markets for its oil. 
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Mr. Knight called on January 16 to inform the a ms, 
the latest developments in talks which have been held in Riyadh between 
King Saud and the uncle of the Ruler of Bahrein regarding the proposal 


CONFIDENTIAT, 
DEPARTMENT OF STATE 





for joint oil operations in the offshore area northwest of Bahrein. 
According to Mr. Knight, King Saud has informed ARAMCO that he wishes 


them to be the operating company in the area. 


agreement in principle and urged that King Saud also take this oppor- 
tunity to agree upon a political boundary with Bahrein. In detailed 
discussions on January 10-11 between ARAMCO representatives, and Ye 


Yasin and Abdul Tariki, various suggestions for demarcation and 
tion of the proposed area were discussed. 


indicated a preliminary preference for a smaller area than that originally 
proposed (see Memorandum of Conversation dated December 23, 1957). Yasin 


indicated that he would attempt to find some way in which the unit area 
could be regarded as a new area requiring new concession terms. 
has, however, made clear that the entire area is now eovered either by 
the ARAMCO or BAPCO concessions and that each company would account to 
its respective government under existing agreements, 
paring a map for Yasin showing the various earlier proposals and the sug- 
gested unit areas, Mr, Knight promised-to furnish a copy of this map 
to the Department. ~ 





Mr. Knight remarked that ARAMCO is not certain how far King Saud 
and the uncle of the Ruler of Bahrein may have carried their discussions, 
but the company understands that the Ruler has accepted the King's 
invitation to visit Riyadh in a week or ten days for further talks. 
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wW Re Petrcleum Affairs Tariki understands Mattei sending repre- wy cy 
L sentative Riyadh soon discuss proposed Khurais-Riyadh gas pipe E Ol 
INR under tender with municipality. Also likely investigate genera 6 
EUR concession possibilities and SAG proposal construct refinery ~s 
‘IGP Riyadh area. a 
iRC Parenthetically Tariki expressed disapproval Mattei-Iranian 
DCL concession agreement implying not best interest Iran. ol 
00 
OCR No offical Mattei proposal made through Petroleum Affairs.. 
CTA Apropos this Tariki expressed chagrin number oil companies 
OSD "going over my head" oil matters. 
ARMY 
NAW! Tariki claims no possibility Mattei any other company securing 
ATY preferentials re concession which his view best eapielees T 
exclusively by SAG. 8) 
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suBJECT: Statement of Aramco Payments to the Saudi Arabian Government Made in 1957. 


= SUMMARY ] 
Gross payments of Aramco to the Saudi Arabian Goverment in 1957 were 

$323, 390,633, net funds received by SAG were $193,799,741. The Saudi Government 
presently has assigned income tax payments or directly owes Aramco about $116,000,000.09 
Aramco is considering granting a stabilization loan to SAG in the amount of 
$27,000,000 ‘and has: decided to accept tax assignments against January, February 
and March 1958 estimated dollar tax liability fifteen days after the end of the 
respective month. Present estimates are that this will make available to SAG ~ 
$15,000,000 on February 15, $13,000,000 on March 15 and $16,000,000 on April 15, 
from this source. 









Transmitted herewith are copies of the Arabian American 0il Company (Aramco) 
tabulation of its "Payments to the Saudi Arab Government - January through December 


1957". 


It will be noted that the gross anount paid, expressed in dollars, was 

$323, 390,633 composed principally of $74,675,998 royalty, $210,93,602 income tax 
(including provisional retroactive tax), and a loan of $36,915,01. Net cash pay- 
ments to SAG totaled $193,799, 7i1 of which $108,060,821 was in pounds sterling. 
The deductions (direct disbursements might be a more descriptive term for some of 
the items) total $129,590,892. . Tax assignments out of 1956 income total $80,000,000. 
Repayments on the March 1957 loan’ from Aramco totaled $20,000,000. Costs of oil ~ 
shipments to Evypt subtracted $22,390,892 from the gross amount paid. The payinents, 
totaling $1,200,000, toward the loan of the Export-Import Bank are said to have : 


SSSe-1/eggr*yvg 


discharged this obligation. : ; 


Looking forward from the attached statement, Aramco presently has tax assign- 
ments totaling less than $85,000,000 outstanding against the company's incame tax 
liability toward the Saudi Arabian Government on 1957 income. By the end of 
January 1958 Aramco will have paid $7,000,000 that had been assigned to New York 
banks. The schedule of payments falling due in the’ immediate future is as oe 

XY, 







February . $ 7,000,000 


| March 7,000,000 
CIMuller:ds * 
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(Classification) Dep. AntonGen Dhahran 
April $12,000,000 | 
May _ 13,000,000 
June 13,000,000 
July 13,000,000 
August 13,000,000 


Additionally. SAG repaid $5,000,000 in January and is obligated to repay to Aramco 
about $5,000,000 in February 1958 and about $6,900,000 in March 1958 against the 
company's loan to the Government dated March 27, 1957. This will liquidate the 
loan.: 


As will be noted construction costs of the Saudi Government Railroad are 
being paid off to Aramco at the rate of $500,000 monthly, deducted from the 
company's royalty payments to SAG. If the costs of certain box cars and other 
equipment due to be delivered this year are included, $9,000,000 of this obliga- 
tion remains due. : 


The foregoing sums, totalling $116,000,000, apparently constitute the bulk 
of the Saudi Arabian secured govermental debt outstanding as of this date. 


The Consulate General is of the belief that Aramco is giving favorable con- 
sideration to a proposal that the company lend SAG $27,000,000°in order that the 
Goverment can stabilize the currency by retiring some 100,000,000 Saudi riyals. 
It will be recalled that the company declined to make a loan for similar purposes 
before the recent announcement of a governmental budget for Hijrah year 1377 ~ 
when the anount requested was $90 or $100 million. Aramco notes now, however, 
that the request has been reduced to what: the Finance Minister is said to have 
indicated was a 'rock bottom' figure. Perhaps, more importaritly, the recent 
indications of the Saudi Government's desire for financial reform, such as publica- 
tion of a budget, are taken at face value. 


Aramco will definitely accelerate its acceptance of tax assignments so that 
by February 15, 1958, it will be possible for SAG to draw about $15,000,000 from 
New York banks, this being the estimated dollar tax liability (about 80 per cent of 
total tax liability) on January 1958 business. In the past Aramco has declined 
to follow such a schedule because of the possibility of off-setting loss occurring 
near the end of the tax year. 


' Similar action in March will permit drawing against a presently estimated 
$13,000,000 tax liability in dollars for February business and again in April 
$16,000,000 for March business. These figures, especially the latter, may be 
optimistic in view of the present uncertainty and weakness of the world oil market. 


This scheme of accelerated tax assignments will, in effect, permit a refinanc- 
ing of the presently outstan New York loans to SAG. The Aramco financial 
people believe this will be of assistance to SAG in its new found determination 
to put its financia] house in order. It is stated that while Finance Minister 
Surur welcomes the temporary assistance afforded by Aramco's willingness to accept 
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the Kingdom's difficulties and at this time he appears not to especially desire 


the indefinite continuation of these new arrangements. 


a Walter K. 
‘ American Consul General 


| celerated assignments, he is aware that these furnish no permanent solution of 
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ARABIAN AMERICAN OIL COMPANY 


PAYMENTS, TO THE SAUDI’ ARAB GOVERNMENT 


















S JANUARY THROUGH DECEMBER 1957 
NN : | 7 = 5 ees T 
Ay 


AUGUST ‘SEPT. OCTOBER |NOVEMBER| DECEMBER 


a r = + al 


NET. CRUDE RUNS FROM FIELD STORAGE 
DURING PREVIOUS MONTH (Tons) 

















JANUARY | FEBRUARY MARCH APRIL MAY | JUNE | JULY 




















2,746,049 | 2,663,466| 2,570,306 





45,015,119 



















3,225,078 sl eal 4,347,987 









4,428,009 | 4,678,175] 4,280,924| 4,243,272] 4,062,130 
|_4.678, 
GROSS AMOUNTS PAID ‘ 
Royalty | 
Crude $ 4,525,324 |$ 4,389,232 |$ 4,235,7101$ 5,314,734|$ 5,909,427 |$ 6,894,610} $ 7,165,221 |$ 7,297,094 |$ 7,815,966! $ 7,220,948 | $ $ 74,675,998 
Natural Gas - - . s - é _ 92 a 


7,090,854| $ 6,816,878 


- 106 - 


198 





Company Income Tax 


On 1956 Income . 15,557,992 | 15,715,656! 15,715,656} 15,715,656| 15,715,656] 15,819,786| 15,819,787 
On 1957 Income - . - e s es 








15,819, 786 


125,879,975 


































































- 19,492,417| 19,492,417] 19,492,417| 19,492,417| 77,969,668 

Provisional Retroactive Tax . - - - 7,084,959 - - - . - - - . 7,084,959 

Loan to Saudi Arab Covernment - - 19,400,000 6,600,000 |: : 5,457,521 5,457,520 : : : - : 36,915,041 

Annual Rental ° im ” - - - 164,794 - - - - - 164,794 

Article 7 of Dec. 30, 1950 Agreement 175,000 175,000 - - 175,000 - - 175,000 - - 700,000 
TOTAL GROSS AMOUNTS PAID $20,258,316 | $20,104,994 | $39,351,366 | $27,805,390 sh cai aT $28,782, 322 | $23, 116,880 | $27,308,475 





DEDUCTIONS FROM ROYALTY 






























Repayment of SGRR Construction Costs $ 500,000 }$ 500,000 |$ — 500,000/$ 500,000/$ 500,000 |$ 500,000 |'$ 500,000 |$ 500,000 |$ 500,000 $ 500,000 $ 6,000,000 
Repayment of Em-Im Bank Loan 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 1,200,000 
Oil Shipments to Egypt e 2 ; 994,419| 1,172,828 923,357 612,839 | 1,589,129 316,256 








TOTAL DEDUCTIONS FROM ROYALTY [5 200,000 $ 600,000 |}$  600,000)/$ 1,594,419/$ 1,772,828 |$ 1,523,357|$ 1,212,839 |$ 2,189,129 /$ 916,256 $ 600,000 
DEDUCTIONS FROM COMPANY INCOME TAX 
Assignments Out of 1956 Income 10,000,000 
Repayment of Loon - 
Oil Shipments to Egypt 


DEDUCT'NS FROM LOAN- OIL SHIPMTS TO EGYPT a 
TOTAL DEDUCTIONS leis 










10,000,000 5,000,000} 11,000,000) 11,000,000 | 11,000,000; 11,000,000 | 11,000,000 










: A : a % 5,000,000 
1,086,947} 1,653,743] 1,135,127] 1,135,127| 1,135,127| 1,779,330 
549,093 2,171,188} 2,565,034 > ie 


$14, ad al cod ete Lan 13,000 


$13,574,931 | $14,283,471 
sini * == =_—-— —— 


5,000,000} 5,000,000 


5,000,000 
927,956 415,474 “ 





840,308| 1,387,610 





5,285,315 
$129,590,892 






















$11,440,308 |$ 6,987,610 $ 7,695,586 





$ 6,527,956 is 6,015,474 


$20,360,409 | $20,567,797 


$13,656,283 | $13,907, 105 
6,551,626| 6,508,192 
152,500 152,500 


$14,324,256 





NET FUNDS RECEIVED BY THE 
SAUDI ARAB GOVERNMENT FROM THE 
ARABIAN AMERICAN OIL COMPANY 











$12,342,245 


$ 8,792,624 | $19,612,889 








joes $193,799,741 











DISTRIBUTION OF NET FUNDS BY CURRENCIES 
U.S. Dollars 
Pounds Sterling 
French Francs 
Saudi Riyals 


TOTAL 















| 
$ 2,445,907| $ 3,542,480 |$  938,874)$ 1,161,169 |$ 
10,191,360} 10,583,327} 11,147,041) 11,451,823 
937,664 157,664 256,330 256,330 


$13,574,931| $14,283,471 


$12,450,417 


$14,257,561 
7,009,880 


6,299,234 
152,500 


$ 83,112,801 
108,060,821 
2,625,921 
198 


$193,799,741 








8,700,019 
92,605 


16,436,040 
157,664 


$32,363, 756 


NOTE: Excludes payments of Customs, Duties, Licenses, Permits, Visas, Personal Income and Jihad Taxes, and similar \ 
items. Amounts are stated herein in U.S. Dollars or U.S. Dollar equivalents per agreements. 



























$ 9,658,316 |$ 8,664,686 












$12,342,245 | $12,869,322 





$ 8,792,624 | $19,612,889} $20,360,409 
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the first announcement of the issuance of the 
‘adio Mecca on January 15, 1958. 


Copies of the decree itself heve only been available during the past 


lor the Ambassador: 
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ROYAL DECRET NO. 





With tne assistance of God Almighty; 
vey Saud ibn "Abd aleizig Al Saud, King of vaudi arabia; 


after reviewin: the 63-a4rticle ia-reement signed in wiyadh on UVecemker 10, 

1857 between the iAnister of Finance and ational Mconomy, on behalf of our 
"res 
a 


. 


ident of the Japanese trading Vompany 
nd recistered in Tokyo on 6 June 1956, 
its behalf; 


goverment, and bir. Taro Yamashita, Pr 
for Petrolewn, Ltde,y founded in Japun 
representin; tic connany-and actin:; on :‘ 


and in accordance i:ith the decision of the Council of .:dristers Uoe °7, 
vecomber 1P, 19573 7 

4nd on the basis of what has heen presented to us by the -iinister of 
Winance and Iational Econony; 


Have decreed the followings: 


ARTICLE I: We grant to the Japanese Trading Vompany for 
Petroleum, Ties, an oil concession in the-.offshore region of the 
Neutral Zone in wixich both Yaudi Arabia and Kuwait have undivided 
half interests, in actordance with the conditions and provisions 
stipulated in the -igreement signed between our ‘linister of Finance 
and the representative of the company on December 10, 1957. 


ANLTICLS II: ‘“e approve the .ivreement referred to above as 


well as the four letters relatin;; to it and annexed to tiis 
Decree, and we order that it be put into effect as of this day. 


ARTICLE III: ‘he President of the Vouncil of iinisters 

pinta cals nr te ascot : : 
and the Minister of Finarice and National Economy shall carry 
out the provisions of this Decrees 


oAUD 


adio Mecca, 18 Jan. '58. 
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PARTICIPANTS: Mr, James Knight, Aramco, Washington Office 
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Mr. Knight called on February 4 at his request to read-a telégram from 
Aramco's New York office to Board Chairman Fred Davies in Dhahran. Accord- 
ing to this communication, . Mr. George Parkhurst, Standard Oil of California 
representative on the Aramco Executive Committee, informed Davies that he 
was reluctant to see Davies defer his trip to London, since Foreign Secretary 
Lloyd is anxious to talk with him. Parkhurst commented that he did not be- 
lieve Lloyd intended to involve Davies in any political discussion and that, 
if the Buraimi issue were raised, this would only be done in order to seek 

, an Aramco assurance that the company has not, and will not, take a position 
Se the Saudi Government as to where the frontier should be. Parkhurst 
further commented that, if the oil question should appear to be impeding a 


T1004 sttlement of the Buraimi problem, he would favor Aramco working out with 


other concessionaires an acceptable compromise, perhaps along lines now being 
contemplated for Bahrein (i.e. a “unitized™ operation). Parkhurst suggested 
that Davies should take the position in any talks with the British that the 
boundary question was one for the governments concerned to settle but that 
Aramco was ready to work with the Saudi Government and to consider any rea- 
sonable proposal for working with othe cencessionaires to remove the oil 
problem if this were a stumbling-block to a solution of the boundary problem. 
The message concluded that other members of the Executive Committee concurred 
with Parkhurst's views, and that the Executive Committee also believed that 
Aramco should not-press the Saudi Government to settle the Saudi-Bahrein 
boundary at-present in view of the coming Geneva conference’ on law of 
D>; ! 
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the sea which might establish principles for determining offshore boundaries 

which would be helpful in this dispute. In response to a question, 

Mr. Knight said that the latter comment had reference to an earlier telegram 

from Aramco's New York office reporting informal views of Department officers 
regarding the desirability of confining the Saudi-Bahreini talks to the pro- 

posed "unitized™ operation on which early agreement appeared possible, 


We 


NEA :NE: rele ‘ 
2/7/58 3 


CONFIDENT 





.AIR POUCH LIMITED OFFICIAL USE DO NOT TYPE IN THIS SPACE 
. 


PRIORITY (Security Classification) 


FOREIGN SERVICE DESPATCH I fla 255 be 
FROM: American Consulate General, Dhahran 91 2856 3 


DESP. NO. . 


















THE DEPARTMENT OF STATE, WASHINGTON. 


suBJECT: SAG Officials Eres Interest ina Saudi J aq Refig@ry New ye 9 
fs C 4 
- nice" 

The possibility of building a 10,000 - 20,000 BPD oil refinery in the vicinity 
of Riyadh is apparently increasingly engaging the attention of the Saudi Arabian 
Government. 


The Arabian American Oil Company (Aramco) has not been apprised of this interest 
officially but certain of their officials have heard it referred to in conversation 
and several German firms, such as Stahlunion, have requested technical data from 
Aramco of a nature indicating that these firms are in the early stages of drawing 
up proposals for a pipeline in Arabia. ; 


The details of these inquiries would confirm the impression held by Aramco 
officials that the Saudi Arabs have in mind the construction of a crude oil pipe- 
line from Khuaris to Riyadh to supply such a refinery. The details of. proposed 
ownership are not presently know. Embassy Jidda may have further information on 
SAG intentions concerning such a project. 


The initial Aramco reaction, as expressed by Mr. Garry Owen, Vice President for 
Concession Affairs, is that the project is not too sound from an economic viewpoint. 
The proposal is largely based on the assumption that Khyaris will prove to be an 
oil field, not just the location of a single successful wild-cat well; an assumption 
to which Aramco has not yet agreed. However, the need for a longer pipeline to 
supply crude would probably not be a deterent. But it is not believed that the 
Saudi Arabs realize fully the complex nature of refinery operations. For example, 

a 10,000 - 20,000 BPD plant would indicate a relatively simple operation, if it is 
to be kept within the bounds of eeonomic reality. Such a plant would produce cuts 
of medium grade kerosene, gasoline and a considerable quantity of heavy products. 
The Saudi Arabs greatest use is for first grade kerosene, premium ‘grade gasoline, 
lubricants and asphalt. These SAG officials talk as if the product mix from a 
refinery was subject to daily change. Aramco says they are in for a disappointment. 


8S8-2/eqgz*vogg. 
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Further, Aramco is concerned about iw met, feeling that a refinery 
in other than highly-skilled hands is dangerowtié‘*!! This factor and the need for 
technical assistance indicates a great potential drain on the technical resources 
of Aramco without any compensating mo PE be The requests for data, and 
especially the inquiries as to the de oavand use of facikities 
Aramco might afford them, as received from the German steelmakers, is an-Sarmst 
of the demands that the future may aes" shone ie ee company. 
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For the past six months or so Aramco, mindful of the increasing deterioration 
of the SGRR and the railroad's inadequate number of petroleum tank cars, has been 
considering the construction of a products pipeline from their refinery at Ras 
Tanura to Riyadh. It is conceded that the Riyadh area is developing rapidly and 
needs ever larger amounts of petroleum products. Mr. Owen says the company is 
now sorry that the pipeline project was not broached earlier to SAG as to do so 
now might seem to the Government to be merely a device to impede the refinery 
project. Such an impression is one that Aramco wishes most earnestly to avoid. 
Of course, if asked, they will express their doubts as to the wisdom of a small 
refinery at Riyadh and emphasize the possibilities of their products pipeline 
scheme. Aramco might perhaps even suggest that SAG might better consider build- 
ing a somewhat larger refinery to be located at Jidda and supplied by ship with 
crude. 


While Aramco can visualize the entire proposed project at Riyadh as becom- 
ing a convincing, if costly, lesson to SAG on the complexities of oil technology 
and economics, they do not wish to see the Government saddled with a marginal 
venture from which they will turn to the company for assistance. However, the 
Consulate General has the impression that Aramco does not cansider the project 
as worse than marginal in its economic aspects; in other words, with considerable 
technical assistance and capitalized on the basis of a favorable loan of long 
maturity, the refinery might turn a small operating profit. From a political 
or government relations aspect, Aramco can see advantages in the existence of a 
Saudi Arab owned refinery outside their concession area. 


FOR THE CONSUL GENERAL: 


i] 
Carsten D. Muller 
, American Vice Consul 


cc: Jidda. 
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Saudi Arabian-Japanese Petroleum Concession Agreement. WAY a “~ ex 


n 
| The referenced despatch transmitted Royal Decree Noe 21 of December 12, o 









1957. This decree gives official sanction to the concession agreement signed ro) 
on December 10, 1957. 00 
Article II of the subject decree refers to four letters annexed to the i 
decree. These letters were not released with the decree. e 
The Embassy discussed this omission with officials of Aramco who in i 
turn took advantage of a conference dmingthe past weekr with Shaikh: Abdullah Ol 
Tariki, Director of the Office of Petroleum Affairs, to inquire as to the ra 
contents of the four letters. Shaikh Abdullah informed the Aramco officials ~N 
that these letters were considered confidential by his government and would Nn 
not be made:available to anyonee He said he would be pleased to state for ' 
Aramco's information that in general the letters covered the following subjects: W. 
; Nn 
1. The time-schedule for integration of the Japanese Trading. ol 
Company for Petroleum, Ltd. and other subsidiary companies which 00 
may be created as provided for in the concession agreement. + 
Evidently, the letter permits delay in full integration until 
a certain level of production is reached. | 
Re Sovereignty of the off-shore islands. 
3- Ratio of membership on the board of directors of integrated 
companies in the event an agreement is reached with Kuwait 
which will permit a single exploitation of the Neutral Zone 
by the Japanese. TI 
w 
Y 


he Shaikh Abdulla! wag! vague about letter number four saying he 
could not ¥EEG tents. However, the Aramco officials 
deduced from the ensuing conversation that the letter; dealt 


with assurances oF equally favorable treatment for Saudi. -, 
mH 
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payments may also have been made, although Shaikh Abdullah 
did not mention any financial annexes to the decree. 


For the Ambassador: 


ee 


re © Pawo el aioli. 
William D. Toomey 
Second Secretary of Embassy 
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DEPARTMENT OF STATE 


Memorandum of Conversation 


Telephone 
—_ DATE: lebruary 


SUBJECT: Saudi - iuwait Neutral Zone 


PARTICIPANTS: Mr. verlin, Vorrespondent for the ileporter 
Mr. Van Dusen, FSD 


COPIES TO: 


Mr. berlin telephoned to inquire if the luler of kuwait had made his 
decision concerning the awarding of the concession of Kuwait's undivided 
half interest in’ the Neutral Zone Offshore Area. I advised Mr. Berlin 
that no definite decision had been made by the ruler. Our understanding 
was that he had set March 1 for the deadline for honoring bids for the 
offshore area. ; 


Mr. Berlin advised that he was writing an article on Japan for the 
Reporter. 


uf OR: :WVanDusen:bz 
February 24, 1958 
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PARTICIPANTS: ir, James V. Knight, Arabian American Oi] Company 


Mr, David D. Newsom, NE ~ mar Ot 
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Mr. Knight reported that the negotiations between Saudi Arabia and a 
Bahrein had apparently hit a snag created chiefly by the sudden interest of,,, UY 


Abdullah Tariki, Saudi Arabian Director General of Petroleum and Mines, in =e 


the matter. He pointed out that, previously, Yusuf Yasin, Deputy Foreign ' ©: - 
Minister, had endorsed the proposal for a unitized ARAMCO-BAPCO operation wa * 
north of Bahrein, but that Tariki was now apparently suggesting, instead, : 


a definite boundary settlement. The boundary as suggested by Tariki would, 
in Mr. Knight's view, represent an extreme position. 


The Ruler of Bahrein was scheduled to meet King Saud on February 20 and a 
it was possible that the King might moderate Tariki's suggestions. In an- ‘ 
ticipation of this meeting, Mr. Knight said, ARAMCO had been asked to provide tj 
maps of the area under consideration, including one outlining an earlier 
Saudi Arabian proposal of August 1951. f 


Mr. Newsom suggested that it might be helpful for him to inform the 
British Embassy informally that there was some difference of opinion within 
the Saudi Government on this matter. This might help to explain the apparent COO 
changes in the Saudi Arabian position which had been of concern to the British a 
Mr. Knight agreed. 


7 
ra 


/ 


(On February 19, Mr. Newsom informed Mr. Benest of the gegeral outline 
of the problem within the Saudi Arabian Government posed by tia differences 
over the Bahrein proposals.) 
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DEPARTMENT OF STATE 


Memorandum of Conversation 
CONFIDENTIAL 


(V ow f f fed DATE: March 10, 1958 


SUBJECT: Saudi - Bahreini Offshore Boundary Agreement 


PARTICIPANTS: Wr, Derek Benest, First Secretary, British Embassy + = 


Mr, David D. Newsom, NE Fl 
Mr. William D, Brewer, NE ( 6 
Lad 


COPIES TO: 
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. During the course of a conversation on March 10, Mr. Benest remarked 
that, according to messages from the U.K. Political Resident in the 
Persian Gulf, BAPCO had initially been somewhat disturbed by the Saudi- 
Bahreini offshore boundary agreement, since no provision had been made for 
any payments to BAPCO from the Fasht Abu Saafa shoal region in the event 
oil is found there. However, on reflection BAPCO had decided merely to 
express polite "disappointment" to the Ruler of Bahrein. The Political 
Resident had commented to the Foreign Office that, while the new agreement 
does not contain the legal safeguards which the British would have insisted 
upon had they been acting for Bahrein, the new accord may nevertheless 
prove workable between two Arab countries. (A text of the new agreement ,. 
copied from one left briefly by Mr. means is on file in NE). 
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DEPARTMENT OF STATE 


Memorandum of Conversation 
SECRET 


DATE: iuarch 26, 195% 


SUBJECT: Joevelonments in saudi Arabie and the liiddle wast 


PARTICIPANTS: ir, Jilliam o, Lramstedt, Chairman of the Noard, Caltex 
Col, suesne P, tavenaugh, Caltex v.ashineton .eoresentative 


im, .llliam k, tountree, NOA 
iw, diiliam OD, Brewer, We: 
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ay inquire regarding the Department's assessment of recent develonments in Saudi 
. Arabia, in view of the 60% share of the Caltex varents in Aramco as well as 
*y the Celtex ownershiv of the Bahrein Petroleum Company. lr. Rountree stated: 
\ {Oren the Denartment shared tir. Bramstedt's concern regarding recent develov- 
Va ments but noted that the general situation in the lidddle “ast gave more cause 
for concern than the internal situation in Saudi Arabia, despite recent dis- 
hy quieting revorts from that country. While there has been no question re- 
> garding King Saud's vrivate position, he has been trying publicly to follow 
a policy of neutrality as between the UAR and the AU. tevorts alleging 
\ his implication in a plot against the UAR had crystallized the obvious : 
popular sympathy existing in that part of the world for Nasser and the UAR. 
Saud disliked Nasser and had resented the vicious attacks of the Cairo radio. 
while there had been no material or immediate effect on the King's internal 
vosition, these attacks had without question been a factor in causing the 
action which Saud had felt it necessary to take on his own behalf, 


v hr. Bramstedt and Col. Kavanaugh called at their request on March 28 to 


Noting the difficulty of obtaining accurate and detailed reports on 
developments within Saudi Arabia, Mr. Rountree continued that we had had 
helpful discussions on the situation with Aramco officials. As yet, how- 
ever, it was clear neither to what extent Faisal was exercising full control 
noy the precise reasons why Saud took this moment to vest him with added 

Rpu/R ay ority. There had probably been no substantial breach in the royal 
family and it was likely that Feisal remained loyal to -KinBisaud. Thus, 
eel e would avnear to be no immediate threat to Saud's postion. should 
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it prove true that the ing had, nevertheless, lost controkgof the situation, - 
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this would certainly affect Saudi-Us relations. feisal would be uniikelv to 
surrender saudi Arabie to Nasser, sincc, as a Saudi, he was vresumably in- 
terested in the vreservation of the veudi regime. Faisal had become en-- 
bittered avainst the Us as the result of our stend on the Palestine question 
and continued to believe that Israel was the root caus? of most of the 

fficulties in tho ‘.iddle ‘ast. It was to ve hoped, however, that his 
interest in an indenendent Saudi Arabia and a steady level of oil income 
would be such that he would not "unset the annle-cart". In this connection, 
lir. rountree cautioned that full credence could not be placed in Cairo news- 
naper revorts alleging sensational develooments in Saudi Arabia. 


rr. Bramstedt expressed general agreement with kr, :lountree's analysis. 
2 then referred to revorts from ltr, Earry Kern and lr. Sam Suki about the 
militant attituds they had found in Iraq-on a recent trinv. The Iracis, with 
whom these men snoke, seemed to believe that, unless Iraq moved quickly to 
take over Syria, Nasse r would become too strane, rir. Rountree commented 
that Nasser tended to react rather than act and thet anv UA coves against 
the oivelines might be more likely to follow some Iraqi vressure 


Turning to Bahrein, tir, Bramstedt commented that the islands hed been 
quiet since the activities of the high =xecutive Committee had come to an 
end in 1956, Kir. tountree remarked that the Department had been eratified 
to note the recent Saudi-Dahreini offshore boundary and oil agreement ‘which 
could serve as a starting voint for the settlement of other troublesome 
boundary problems in the area. lr. Bramstedt replied that, as far as the 
Bahrein Government was concerned, there had been no immediate benefit fron 
the agreement, since he understood that the Saudis had said that, for the 
vresent, they would not develov the offshore oil area from which prefits 
would be shared between the two Governments. ir. Rountree noted that the 
acreement between the ruler of Bahrein and the King had nevertheless been 
a good sign. 
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_ Mr. becom called briefly on April & at his request to review with 
Mir. Berry the resvlts of his second trip to Saudi Arabia, in harch, 1955. 
Mr. Mecom stated that, contrary tc the friendly atmosphere which had 
prevailed during his initial visit late in 1957, he had on this occasion GJ 
found Saudi officials defensive and noncomnittal, particularly Abdullah ry 
; * faisal, Minister of Interior. He hac submitted a concession offer on 


the same terms as exist in Venezuela (i.e., a 50-50 share of the profits 
tv . plus an offer of 20 per cent participation by Saudi individuals). Saudi 

i 1 \y Director General of Petroleum Affairs Abdullah Tariki had professed to be 
Ww Ninsulted" by this offer, while Hendricks (American oil adviser to the 


\ Saudi Government) had asserted that he was unaware of the terms of oi] 
/ 


amen. 1 
W Ney asreements ‘with Venezuela, Tariki had indicated that he wished an : 
Ub Q arranzement cimilar to that »revailing in Mexico where, according to 
liccom, companies receive 18 per cent of the cross profits after expens 
\ have been deducted, Mr. Mecom had therefore left Saudi Arabia without » 


at having been able to conclude anything. . Commenting favorably on the 
attitude of Saudi Minance iinister Mohammad Surur as opposed to that ofp 
Tariid, kr. Mecom said that he would follow Surur's advice by waiting 


several. months and then resuomitting his offer via a personal Jetter 
to Surur. ' 
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In response to questions from Mr. berry, 12. Mecom indicated that Gy 
: LY e was most interested in the coastal area at the mouth of the Gulf of 
“*--4caba and the Farasan Islands. He had talked with a Mr. Shornbrau < ; 
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(phonetic) and a Mr. Fritz Bird, representing German interests which 
had conducted preliminary surveys in the Aqaba and Farasan areas with 
favorable results. (Hr. Mecom thought these interests might be 

C. Deilmann Bergbau but could not recall.) Mr. Mecom had also sought 
locations near the Aramco preferential area but ‘had been told that 
this area was being retained for a "national petroleum company", 


In response to a question from lir. tiecom, Mr, Berry furnished 
the animes assessment of recent developments in Saudi Arabia, 
Mr, Mecom commented that on about larch 20 when he had seen King Saud, 
~the King had looked "very sick", His counsellors, notably Yusuf Yasin, 
had acted™“"Like volves" and it was clear that they no longer regarded 
the King with great defererice. Mr. Berry stated that all information 
available to the Department supported the thesis that recent develop- 
‘nents in Savdi Arabia had primarily been caused by disagreements 
between the King's sons and the King's brothers. While Prince Faisal 
was no doubt more favorably disposed to Nasser than the King, he 
appeared to be loyal to the King and to desire the preservation of 
Saudi Arabia's independence. Surur was now out of the country: on 
medical leave and his future status was uncertain, but he stil] remained 
Minister of Finance. Mr. Mecom indicated that he might encourage 
Abdullah Feisal and Surur indevendently to visit him in the United States. 
fir, Berry observed that any private American courtesies extended to. 
those individuals might prove useful. 

Va 

With respect to the Kuwait Neutrbl: Zone, Mr. a. tome that the 
Japanese Petroleum Trading Company (whic has a concession for the 
Saudi undivided. half-interest in the Neutral Zone offshore) had annroached 
him seeking drilling equipment and personnel on a contract basis. He 
had refused. Mr. Mecom opined that the Pan American Petroleum Company 
(Standard Oil of Indiana) and Mr. J. L. Hunt would receive the concession 
for the Kuwait hal f-interest and that they might well do the actual. work 
for the entire Neutral Zone offshore, Mr. i. T. Kemp, the Ruler's 
London representative with the oil companies, had suggested that Mr. Mecom: 
bid on the Kuwaiti half-interest but Mr. Necom had refused stating that 
he did not wish to have to underbid the Japanese. 


ir. Mecom inquired regarding Yemen petroleum developments, | 
iv, Derry replied that, while Jersey: Standard had been uninterested in 
the Yemen on a commergi all basis, they had agreed in the national 
interest to send a team to investigate possibilities, This team had 


‘recently returned from the Yemen and Jersey was now in the process of 
preparin, a fornial reply to the Yemen Government, 


Ur, ifecom « « 
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Iir. i-ecom asiced whether there would be any odjectian+if he were 
to join with German interests in foreign petroleun operations, for 
exarmmle in Iraq or Argentina. lr. serry replied negatively, noting 
tinat the West Germens enjoyed good relations -ith us and apveared to 
have the requisite finaneial rerources for such operations, 
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suBJEct: tetroleun Jevelopments in Saudi Arabia 





Frince Paisal, who apparently instinctively dislikes arbitretion :rocedcures, 
has invited Araico to negotiate on the Jsidon rrice differential matter whicn has 
already -one to arbitration. «ramco's Chairman of tine Foard Davies and Vice Fresi- 
dent, Concession merely Oven, havin: avreed, the Prince indicated that 3..6 
Petroleum Director 'Abd Allah ‘araki and iiniste of Finance !'Abd :llah ibn '-idwan 
should meet the sranco nevotiators, probably lir. Oven and Vice Fresident, ‘“inancial 
i?fairs, Frougham, shortly after the 19th of April. If these nesotiations are suc- 
cessful, the negotiators will probably <o on to other matters - in this respect the 


Prince veiees to a period in 1953 when Saudi jrabia and Aranco resolved many questions 
that had arisen between them. Unfortunately, the ramco neyotiators are preseed for 00 
time by intro-company matters, = 
Tapline is not in its most r1rospérous days. On April 9, _ dropred to o* 
140,000 PFD, from a potential of over 100,000 RFD, for lack of storage facilities nN 
at Sidon in view of the non-appearence of surricient off-takers. on 
In the present weak petroleum market Aranco, in turn, is having trouble main- i 


tainin: the proper product mix at the Ras Tanura refinery. The csreatest. difficulty 
is that gasoline demand has slackened off relative to other croducts. At the present 
tiv: vasoline is beins flared off.. The company contemplates usin gasoline (naptha) 
for injection purposes at their Abqaiq field. This step will be taken as soon as 

a technical celegation has been atle to inform Petroleum iirector Taraki about the 


contemplated action and the necessity therefor. 
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SUBJECT: Conversation with Chairman of Board, Aramco 
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Transmitted herewith is a Memorandum of Conversation with 


Mr, Fred A. Davies, Chairman of the Board of the Arabian American 


Qi Company. . 7 
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MEMORANDUM OF CONVERSATION 
DATE: April 25, 1958 
SUBJECT : Current Relations of Aramco with King 


PARTICIPANTS: Fred A. Davies, Chairman of Board, Aramco 
Walter K. Schwinn, Consul General 





I sat next to Mr. Davies at a horse show given by employees of Aramco. 


Mr."-Davies said that. his visit to Riyadh on April 21 to pay 'Id 
calls on the King and others in the royal circle, arrangements for which 
were made in response to suggestions from Riyadh, had been disappointing. 
He and his party saw only the King, whom Mr. Davies found to be preoccupied 
and remote, even to the point, Mr. Davies considers, of ‘rudeness. In 
response to a question, Mr. Davies: a expheens ion that the mood 

change of Pits ward Aramco, although 
f | been ritical of ay failure of the 
mment in its. ‘boundary claims 
Les prej at the King, contrary to 
: 2, is, notw ? ei tent of authority to 
Faisal, deeply concerned aad eeetly worried over conditions in Saudi 
Arabia. 









Mr: ‘Davies remarked that on , Sexy side in Riyadh he was told of 
the good. relations between the King and Faisal, of the strong way in 
which Faisal has taken hold of his responsibilities and of the excellent 
state of his health. Gamal Bey Hussaini was particularly eleguent ‘on 
these themes. Mr. Davies opined that a determined effort was being made 
to put a good face on the situation, but that he as yet saw no evidence 
that words were to be matched by deeds. Thus far, the whole reform 
- program has been a matter of talk, but no concrete steps had been taken. 


In response to a question, Mr. Davies denied that the Company had 
been requested to add two Saudis to the Board of Directors of Aramco. 
He said that he had heard rumors that such a request would be made, 
but that none had yet been put forward. © 


He said that the King ‘indicated that he weuld visit the einer 
Province toward the end of May. 
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SUBJECT: Toynbee on ARAMCO and Saudi Arabia. 


) 

A brief provocative study of Saudi Arabia with recémendations for ARANCO's P 
future policies has been written for ARAMCO by Arnold J. Toynbee, the dis- 
tinguished British historian of civilizations. ARAMCO officials in Jidda are 
not clear as to whether this study was commissioned or wlunteered by Professor fos) 
Toynbee in connection with his recent lecture tour at 4RAMCO installations in bi) 
the Eastern Province. At any rate, ‘this study was not written for publication, 0) 
but for the private use of ARAICO, ,a copy has been made available and is > 
attached for the official use of officers of the Department. Professor Toynbee, ° 
looking at Saudi Arabia from the long perspective of the historian of civili- 1) 
zations, found the conflict in Saudi Arabia between traditionalists and modernists Ol 
sharpened by ARAMCO's presence. He believes that the modern spirit is so strong 
in’ the world that it will eventually win in Saudi Arabia. Meanwhile ARAMCO will W 
find itself the object of hostility from both sidese The conservatives, Soretogy Ol 
by oil revenues, will oppose the introduction onto the scene of modern technology 
and of the modern-type of Saudi ARAMCO is training. On the other hand, the newly 
educated Arab-nationalist-Saudi will want to advance in the company faster than 
ARAMCO may find desirable from the point of view of efficiency, and will resent Ol 
the financial support which oil revenues give to the traditional Saudi regime. 188) 
This means that in addition to the difficulties of working in an alien Arab 
culture suspicious of Western "imperialism", ARAMCO will have to suffer through 
the growing pains of that culture into a modern-type societye 


Toynbee suggests that ARAMCO can best weather future storms, and end with 
the gratitude and friendship of the Saudis, by following two courses of actiona 
The company should, first, continue its policy of making its own comercial . 
operations help Saudi Arabia to meet succéssfully the challenge of living in 
the modern world. Secondly, the company should encourage social integration 
between its American staff and the uoper ranks of its Arab employees. 


38H 
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A. J. Toynbee 


in writing this report, I am sure I shall be mentioning many things 
that are not news to ARAMCO. I have noted many points that seem important, 
even if they are obvious. 


The difficulty of doing business in Saudi Arabia 


In estimating ARAMCO's problems and challenges, one might start by 
considering what would be the easiest foreign country for an American 
company to do business in, and then how far the conditions in Saudi Arabia 
differ from this optimum situation, 


Probably conditions for American business are easier in Canada than 
anywhere else. It is true that Canada, like Saudi Arabia, is a much less 
powerful country than the United Statese But, in the United States' relations 
with Canada, this disparity in material strength does not create difficulties 
in the political relations between the two countries or in business relations 
between their citizense Relations are relatively easy here because there is 
what one might call 'psychological parity! between the two countries and 
between individual Americans and Canadians. Canadians do not feel - and do 
not fancy that Americans feel - that Canadians are inferior to Americans or 
that Canada is inferior to the United States. So Canadians are not parti- 
cularly sensitive or touchy in their political, commercial, or personal 
dealings with Americans. . In personal intercourse between Americans and 
Canadians, there are no reservations. They are people of the- same race, 
speaking the same language, and brought up in the same religion. They inter- 
merry as happily as if they belonged to one and the same nation. 


The comparative easiness of American-Canadian relations gives the measure 
of the challenges with which ARAMCO is faced in Saudi Arabia. There is no 
'npsychological parity' here in any field. 


To take the political field first, it is true that Saudi Arabia is one of 
the two Arab countries (the other is the Yemen) that have never yet fallen 
under the rule or control of any Western country, while the United States is a 
Western country that has never ruled or controlled any Arab country, till, in 
1957, she took on Britain's former protectorate over Jordane All the same, 
Saudi Arabia is almost morbidly suspicious of possible Western designs upon 
her, because she has seen many other Arab countries, including some of her 
nearest neighbors, fall under ‘estern control in various degrees. Today, for 
instance, Britain is still exercising political control over a number of Arab 
states along the eastern and southern coasts of the Arabian peninsula: Kuwait, 
Bahrein (within sight of the Saudi Arabian oil fields) Qatar, Trucial Oman, 
Muscat, Hadramawt, the British Aden Protectorate and Aden itself. Saudi 
Arabia has already had one sharp, and still unsettled, dispute with Britain 
over the ownership of the Buraimi oasis, in the hinterland of Trucial Oman. 
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The Saudi Arabian Government has also seen its Arab neighbors in the 
north, round 'the Fertile Crescent!, transferred from Turkish to British 

and French rule as a result of the First World Ware ‘Iraq, Jordan, and 
Palestine then fell under a British mandate; Syria and Lebanon under a 

¥rench mandatee - The interior of Sryia was conquered by the French by force 

of arms in 1920, .and there was a revolt there in 1925-6 There was a revolt 
against the British in 'Irag in 1920, and in Palestine in and after 1936. 

The Arab peoples of 'the Fertile Crescent' have since won their imlependence - 
except for the Palestinian Arab inhabitants of the territory now occupied by 
Israele ‘'Irag had won hers before the outbreak of the Second World War; - 
Jordan obtained oficial independence, while remaining dependent on a subsidy 
and political‘ support (and control) from Great Britaine She is now in the 
same relation with the United Statese None of these Arab countries in 'the 
vertile Crescent! won their independence easily, and most of Palestine, which 
‘was an Arab country at the end of the First World War, has fallen into Israeli 
nands as a result of Jewish imiigration under the British Mandatee This chapter 
in the history of the trabs in 'the Fertile Crescent', next door to Saudi Arabia, 
is, no doubt, much in the minds of all politically conscious people in Saudi 
Arabia - and so must be the history of the French, British, Italian, and 
Spanish donquests of the Worth African Arab countries, from Egypt to lMoroccoe 
The present resistance movement to French rule in Algeria probably does not 
come home so closely to people in Saudi Arabia as the present situation in 
Palestine, but it also probably plays its part in making Saudi Arabia distrust 
all Western powerse 


Besides this barrier of political distrust, there are, of course, formidable 
barriers of race, language, religion, and manners and customs between Westerners 
and Saudi Arabse The Wahhabi version of Sunni Islam, which is ‘the official 
religion of Saudi Arabia, and Shitism, which is strongly represented among the 
Arabs of Eastern Saudi Arabia are, both of them, rigid and fanatical by com- 
oarison with the present-day temper of ordinary Sunni Muslims in Egypt and in 
the Sunni parts of 'the Fertile Crescent'. In Saudi Arabia, the emancipation 
of women - which has gone so far already in Egypt, Lebanon and Syria - is only 
just beginninge So Americans in Saudi Arabia have to worl with, and live anong, 
Arabs with whom it is hard for them to mix socially. 


Since p-rsonal acquaintance is the only cure for suspicion and for sensi- 
tiveness springing from an unavowed sense of inferiority, this difficulty cof 
getting ci to femilar personal terms makes it hard for Americans to clear the 
air in their dealings with the Saudi trabian people and governmente 
Difficulties that confront < 


Westerners in any noneWestern countries 





There is a general state of mind, common te all non-Western peoples today, 
which the Saudi Arabs presunably sharee 


All. non-Wlesterners ar. bent on recovering oolitical equality with Mlestern 
countries for their own countries, and personal equality with individual 


Westerners for themselvese 


People suffering 
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People suffering from s sense of ser iene ed usually give pricrity to 
psychological sat ear arnariga before everything else. If their nursuit of 
' psychological parity! clashes with their sari of their economic interests, 


personal cr na tional, they will usually let their economic interests vo hange 


For example, the royaltics received by the Persian Government from the 
Anglo-Tranian O11 Company were an item of major importance in Persia's lbuiget. 
Yet Fersia was willing to sacrifice this revenue for an indefinite length of 
time in order to establish Fersian national control over the South Persian 
oil industrye The Persians had no assurance that their fight with the Anglo- 
Iranian Cil Company was going to result in Persia's setting ; greater economic 
zdvantage out of the oil industrye. They were willing to see “ths is key industry 
disorganized for the sake of making thomselves masters in their own licuse. 

Tris is how the Persian nationalists saw the issuée Though the dispute vartly 
turned on the question of the proportions in which the profits from the indust bry 
should be divided between the British company and the Persian Government, the 
widerlying issue, for the Persians, was not an economic one. What they wanted, 

most of all, was to get rid of the stigna of being still in a 'semi-colonial' 
ice, A symbol of this status, in Persian eyes, was the fact that. one a 
Persia's most important economic assets was in the hands of # foreign busin 
enterprisee This was the heart of their grievance against the Anglo-Zranian 
Oil Companye © 


The Syrians, again, unhesitatingly sacrifieed their revenue from the flow 
of oil across their territory when they cut the Anglo-Iragi Petroleum Connany's 
pipeline in retaliation for the British invasion of Egypt in the fall of 1956. 
Here, again, national feeling was stronger than considerations of economic 
interes te 


This state of mind is not, of course, peculiar to non-Westerners. Westerners 
act in the sane way when they feel themselves in the same position. For Exarmle,’ 
before the First World War the Italian majority of the population of the 
Adriatic port of Trieste was under Austrian rule. At this political price, the 
Triestini Italians enjoyed an assured economic prosperity, because Trieste was 
the sole port of an area stretching right away to Bohemia. Yet the Triestini 
Italians worked for the break-up of the Austrien Empire in order that they might 
become citizens of Italye They were working for their own economic ruin, but 
this did not deter them Trieste has been ruined now for forty years. Yet, if 
the Triestini Italians were to-be asked today to-choose between remaining in 
Italy amd recovering their prosperity as citizens of a re-established Austro- 
Hungarian monarchy, they would certainly vote, once again, for Italy coupled 
with their own economic ruine 


Special difficulties that confront Westerners in Arab countries 


Somebnon-Westert: countries are more or less self-centered and self-contained: 
for example, Persia or Thailand, In such countries, Western business enterprises 
may run into difficulties for the reasons indicated above, but their problems will 
at any rate be localized. In dealing with these local problems, they will not have 
to look beyond the frontiers of the particular country in which they are operating. 
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They will not have to reckon with local repercussicns and complications | 
arisiny from events in cther countriese On the other hand, in Saudi Arabia 
or any other Arab country, the local situation may be affected at any tiie 
by events in other parts of the Arab world; so any foreign enterprise 
operating here will have to keep one eye on what is going on outside 3 :udi 
Arabia's borderse Cbviously, Saudi Arabia will fcel the effects of develop- 
ments in inmediately adjoining Arab countrics - Trucial Oman, Bahrein, Kuwait, 
‘Iraq, and Jordan. But il. will also be affected by incidents along the Arab- 
Tsracli amniistice-line; by the state of feeling among the Palestinjan Arab 
refugees; by the union of Syria with Egypt an? of Jordan with ‘Iraq; by 
incidents on the border between the Yemen and the British Aden Protectorate; 
and even by the fighting in Algeria between the Algerian resistance movement 
and the French, and by the effect of the Alyerian war on Tunisia and Morocco 
Gege the bombing of a Tunisian village by the Trench air force using American 
plane Se 


The Arabs are, and always have been, individualists, and their factious- 
ness has made it difficult far them to cooperatee But, in the nast, they 
have sometimes succeeded in working togethcr - e.ge in the early days of Islan 
and again in Saladin's time - and then they have been a power in the World. 
Today there are a number of psycholoyical factors that are impelling the 
Arabs to overcome their differences and to work together agains There is their 
common experience of being stampéd on and pushed about and ‘not being able to hold 
their own. They all feel the same resentment and exasperation at finding them- 
selves in this plight, and to join forces is their obvious remedy - the more so 
because they remember that union has given their ancestors strength more than 
once in the paste Then they all have the same enemies: the Israelis and the 
Western peoples. The Western peoples seem like one people in Arab eyese The 
Frénch, British, Italians, and Spaniards who, since Napoleon's invasion of Egypt 
in 1798, have occupied and held by force a number of Arab countries - these, 
as the Arabs see them, are all just varieties of the sane old '}ranks! who 
invaded the Arab World once before in the Crusades and were eventually driven 
out by a union cf Arab forces under Saladin. The Americans are 'Franksf too; 
and, though they have never occupied any Arab country themselves, they have 
now implicated themselves (so the Arabs feel) in the European Franks! aggression 
and in the Israelis! aggression against the Arab World. America is not only 
condoning Israel's hold on Palestine, France's hold on Algeria, and Britain's 
hold on the Aden Protectorate and her other satellite principalities in the 
Arabian peninsula; America is actually aiding and abetting the Western timperi- 
alists' by giving them arms and money and acquiescing in their use of these 
American means of war for holding Arab peoples down by military forcee © 


It is true that some of these Arab grievances against Western imperialism 
are now past history. A majority of the Arab countries formerly under tkestern 
rule or control have now recovered their independencee But Palestine, Algeria, 
and the hinterland of Aden are still running sores - and this keeps alive the 
common Arab feeling that the West is the Arabs' common enemy. Finally, the 
Arabs have a common memory of their own past greatness: not only in terms of 
military prowess and political pover, but also in the fields of literature, 
art, philosophy, and, not least, naturel science. They remember that the Arabs 


were once 
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were once ahead of the Franks in mastering Ancient Greek science and carrying 
it beyond the point that the Greeks had reached. The Arabs! past scientific 
achievements give them confidence and hope for the future, because in recent 
times the West has demonstrated that the mastery of science is the key to every 
kind of power. Perhaps the 4rabs have this key in their pocket and can pull it 
out again. The Arabs! present picture of their own past greatness is, no doubt, 
a glorified version of the historical facts. The Arabs are sentimental about 
their past, and exaggerate its greatness, as a Psychological "compensation! for 
their present backwardness and weakncsse But a picture of tie vast may be a 
factor that has to be reckoned with, even if it is partly imaginary. The se rose- 
tinted cormon memories are an immortant factor in bringing the Arab peoples 
lovether todaye - 


It is worth noting that the Arabs! grievances, present and past, are all 
against the Israelis and the Franks. The Russians are out of the picture;. and 
this. gives the Russians a formidable advantage in competing with the West for 
the 4rabs' goodwill.e As far as I know, the only occasion, so far, on which 
Russians have fought Arabs was in 1827 at the Battle of Navarino, when a Russian 
squadron cooperated with a British and a French one in destroying the combined 
Egyptian and Turkish fleets. The Russians have never bombarded an Arab port 
(as even the ‘Americans have done in the Tripoli War). They have never landed 
troops on Arab soil, or conquered and held down an Arab country. 50, in Arab 
eyes, Russia has a clean slate, and this makes it urgent for the Western powers 
to settle present disputes between the Arabs and the Israelis, the French, and 
the British on terms that will give the Arabs what is justly due to them. 


The questions arising over the British pro'ectorates in the Arabian 
peninsula ought to be the least difficult to settle. Experience is showing 
that, in the present state of feeling in non-Western countries, Western military 
occupation or political control is not a help but actually an obstacle in 
Wosterm business enterorisee France in the Alverian Sahara and Britain in 
Kuwait, Bahrein, and Trucial Oman are the only Western countries that are still 
exercising such control over oil-bering Arab countries. A111 other Western 
countries, and Britain and France too outside the Arabian peninsula and the 
Algerian Sahara, get their trab oil from Arab countries that are now independente 
Algeria is obviously a more difficult case than the Dritish protectorates in 
Srabia, because of the minority of European settlers in the populations Palestine 
is, of course, the most explosive problem of the three. The success or failure of 
the West in working for an agreed settlement in Palestine mightwell be the 
decisive factor in the competition between the West and Russia for influence in 
the Arab World as a whole. 


Specialdifficulties in Saudi Arabia 


Conflicts involving other Arab countries and concerning Saudi Arabia only 
indirectly will certainly continue to create. difficulties for Western business 
enterprises in Saudi Arabiae There is also one special internal difficulty 
which is not peculiar to Saudi Arabia but which looks as if it were going to 
present itself there in a particularly acute form; and that is the present 
schism in Arab society between old-fashioned established interests - royal | 
families, local chiefs, 'ulama, bedouin - and the converts to the modern way 
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for instance, in Jordan and in,Libya. In Saudi Arabia it may be expected to 
nroduce greater tension for two reasonse Saudi Arabia is one of the most 
archaic of the Arab countries, ‘with a vovernment that is more despotic ani 

irr snonsible than any except, verhaps, the Government of the Yemene + the 
same time, the discovery and Jevelooment 9° the oil-field by ARAMCC has. 
suddenly exposed Saudi Arabia to the full blast of modern life. The moderni- 
zation of Savdi Arabia qan hardly be carried through without tough resistence 
on the part of the traditionalists, and if these were to fall into an open 
conflict with the modernizers, ARAMCO mi;ht find itself in a difficult nositicn 
during the transitional period. The Company could hardly afford to quarrel 
with either party; anc, howevor carefully it nicked its way, it might incur 
resentment from both sidese The tradionalists micsht loo!: askance at the sil- 
field as being a Lreéeding-yround for a new and, to them, undesirable ldind of 
Arab with subversive ideas and aimse The Company's Aral trainees and e:clore 
who have vicked uo their modern ideas in their 4merican surroundings, might 
feol that the Company was not sufficiently sympathetic with their wish to 

put Amcrican ideas into practice in Saudi Arabia, and that it was. too anxious 
to keep on good terms with the ancient regime. 


Tais schism is showing itself in other Arab countries besides Saudi Arabia - | 


o 
yg 


I believe, myself, that, even in Scudi Arabia, the moderrizers are bound 
to wine I think they would win here too, socner or later, even if ARMIO vere 
not in the field. The modern spirit is so powerful and pervasive that I think 
it would anyway venetrate Saudi Arabia sooner or latere But, of course, the 
advent of ARAMCO has put tremendous additional..¢rive into the modernizing 
movement and has, no doubt, very greatly speeded it upe . Another noint that will 
tell in the modernizers! favor-is that the division between them and the 
raditionalists more or less coincides with the division between the nationalists, 
who stand for closer union in the irab World, and the particularists whd have a 
vested interest in naintaining the present nartition of the Arab world into a 
number of senvarate local states. If unification is one key to a recovery of 
power for the Arabs, modernization is another; for modernization means the 
nastery of modern technology, and this is certainly the form that modernization 
will tale in the case of ARAM00's Arab employees. The Arabs! jesire to become 
strong anc efficient is so intense that I belicve the netionalists and the 
modernis’s will prevail, even in Saudi Arahia, over the particularists and the 
tradi tionalistse 


The Royal Government itself cannot do without the modern-minded Arab 
technicians whom the oil-field is producing. It may dislike them and mistrust 
their intentions, but it could never think of liquidating thep, because, with- 
out these Arab employees, ARAMICO could not operate, and the revenues derived 
from ARAMCO's production are the main source of the royal Government's power. 
If it renounced the power that it derives from these revenues, it mivht lose 
its hold over the local chiefs and the tribes. So it looks as if the royal 
government ‘ill have to tolerate the modernizers, and this probably means 
giving in to them, step by step, till one day they come into powere 


In the meantime, the modern Arab whom the oil-field is bringing into 
existence will be a problem for the Company as well as for the Saudi Governments | 
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He will feel - serhaps prematurely - that he is already the kcey-man in the 
country and that the way ought to be open for him to get to the top of the 


tree both in the Company's service and in the jovernmentt se He will be 
resentful at finding that the highest rosts in the Company's service are 
still reserve for Americans, and the hishest posts in the Government's 
service for members of the royal fanily and other old-fashioned aristo- 
cratic houses. So, no doubt, he will be difficult to deal with during the 
transitional oeriod when he will ve clinbing the laddex but not yet be 
able to reach the tope 


If the company's Amcrican staff and their fanilies!'social relations 
with the Company's Saudi employees on the oil-field could be as easy and 
intimate as they can be with, say, its Lebanese employces at Beirut, this 
would ease the situation. But the social gulf that has to be bridged is, 
suppose, much narrower at Beirut than it is at Dhahran, Abgaiq, atid Ras 
Tanurae Western influences have been nlaying upon the Lebanese Christians 
for more than two hundred years past; they have been drawn gradually into 
the current of Western life, and the local Druses and Muslims have followed 
in their wake. The same Western influences have only begun to play upon 
Saudi Arabia since ARAMCO started operations there; and the Saudi Arabs 
have much farther to go than the Lebanese over had in order to reach 
'psychological parity! with Westernerse So ARAMCO cannot count, in any near 
future, on the development of more intimate personal relations with its 
Arab employees helping to ease the political difficulties in which the 
Company may be involved through tensions between conflicting groups and 
‘parties inside Saudi Arabia. 


H 


Policies, open to ARMCO, that would be aires to Saudi Arabs of all parties 


I can see two policies, open to ARAMCO, which would, I believe, be 
wdcome to the great majority of Saudi 4rabs, and which could not be quarrelled 
with even by conservatives who might have some misgivings about the ultimate 
effects ef these policies on their own personal or group interestse I think 
the Company can only gain by persisting in its established policy of making 
its own commercial operations incidentally promote the common Saudi aim - 
and common Arab aim - of learning how to live in the modern World on equal 
terms with the most powerful, progressive, and civilized peoples of today. 

I also think the Company could only gain by pushing forward as rapidly as 
possible with the more delicate process of social integration between its 
American staff and the upper ranks of its Arab employees on the oil-fielde 


Helping the Saudi Arabs to find their feet 





If ARAMCO goes out of its way to give its Arab employees the maximum of 
experience and responsibility at the earliest possible date consistent with 
maintaining its own business efficiency, I believe it will be richly rewarded 
in the gratitude that it will carn 


In recent visits to India and Indonesia, I was impressed by the contras% 
etween the Indians! present friendliness towards the British am the 
ed ecco present unfriendliness towards the Dutche Why should there be 
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such a difference in the attitude of former subject Asian peoples towards .the 
Western peoples by whom they were formerly ruled? Both the indians and the 
Indonesians resented Western rule and are glad to be now free from ite The 
British abdicated willinsly and fairly yvracefully, whereas the Dutch never 
intended to give up their rule and actually tried to reconquer Indonesia after 
it had been liberated from the Japanese military occupation by the Americans 

and the Britishe No doubt, this difference in the experience of the two 
counbries after the Second World War is one reason for the ditference in 

their feelingse but the main reason is, I believe, not this, but a difference 
in Dutch and British policy about preparing their Asian subjects to take over 
the management of their owm affairse ‘he Dutch.seem to heave done oractically 
nothing to give the Indonesians a chance of learning the job; and this is, l 

am convinced, what the Indonesians most resent about the former Dutch regime 

in looking back on it On the other hand, the Indians today are remarkably 
grateful to the British for having progressively ‘indianized' the government of 
Iridia during the 0 years before the final British abdication of 197. At the 
time, the Indians were restive at the slowness (so it then seemed to them) of 
the pace at which the British were moving They even suspected that the British 
might not be in earnest over the promise that they had made in 1917 to emancipate 
India by stages. Today the Indians find that, as a result of that thirty-years- 
long process of progressively transferring responsibility from British to Indian 
hands, India has started her career as an independent state equipped with a large 
body of experienced and public spirited Indian administrators. They recognize 
that this is one reason why india, since independence, has been able to play an 
important part in the “Jorld, and why she has been making a greater success of 
independence than Indonesia and some of the other recently liberated Asian 
countrie Se . 


For Saudi Arabia, ARAMICO is surely going to play the part that the British 
civil service played for Indiae It is goins to be the nursery of the new 
ceneration and new kind of Saudi Arabs who are going, sooner or later, to take 
over the management of their country's affairse To help the Saudi Arabians to 
find their fect in the modern world is not, of course, the purpose for which 
ARAMCO operatese It is a social and cultural by-product of ARAMCO's commercial 
operations. Yet the successful performance of this incidental non-commercial 
job may be one of the necessary conditions for ensuring that ARAMCO shall 
continue to remain in business, with the Saudi Arab people's good will through 
all the coming changes jn the country's social and political structure - changes 
that are being accelerated inevitably by ARAMCO's commercial activitiese So, 
in going all out to do this incidental job for the Saudi Arabs, ARAMCO would, 

I should say, be acting in its own commercial interests, besides doin: an im- 
portant political service for the United States, and for the Western World as 

a whole, in our competition for the friendshiv and good will of the 'uncommited!' 
Asian and African countriese 


Here, I think, is where the Anglo-Iranian Company showed a lack of vision 
that largely.accounts for the disaster into which it rane So far as I know, 
the Anglo-Iranian Company paid its emoloyees well, gave them good housing and 
other social services, and did quite a lot for their educatione But it did not 
succeed in making the Perisan public and the Persian Government fcel that the 


Gompany was 
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Company was a Fersian, an? not just nurely a Dritish, national asset, and that 
its presence in Persia was for the country'a advantaye.e The trouble arose 
partly out of a dispute cver the distributien of the profits from the industy. 
The Company was slow in realizing that the Persians woman react strongly if they 

“were not jsiven most-favored-nation tre:.tment on this point But I believe a 
deeper reason for the explosion of Persian feelinz, stati net the Company Was a 
failure, on the Company's part, to gt itself identified, in Persian minds, 
with Persian national interests. 


The Commany must have been ou! of touch with the »veople in Persia who had 
tae deciding voice in the making of Persian national volicy; for the com any 
was evidently taken by sur rise when the storm broke. A few weeks before that 
happened, I was travellin,; by boat from the United States to England and 
happened to be placed, in the dininy saloon, at the same table as the chief 
industrial chemist on the South Fersian oil field. He was returning from a 
visit to his opposite numbers in America, and he was full of technical improve- 
monts, and exoansion of plant, that the Anglo-Iranian Company was going to 
undertakes His mind did not run at all on the solitical aspect of the Company's 
onerations in Persia, and it was evident to me, looking back on his conversation 
after the crash had come a few weeks later, that he had had no foreboding of 
this. If a represcntative of the Commany who was in such a senior and responsible 
position, out in the field, was as blind, politically, as that, there nust have 
been something pretty badly wrong with the Anglo-Iranian Company's public 
relationse ARAMCO, with ‘its active Public Relatioris Department, is not going 
to run into political trouble without having sen the danzer-signal in time to 
do something about ite But the Anglo-Iranian Company's fate Joes illustrate 
the importance of the human side of a Western commercial enterorises husiness 
in an Asian countrye The enterprises's commercial activities, which are its 
reason for existence, will be in constant danger if it does not keep itself 
always well informed about what is in the minds of the people in whos®@ country 
it is operating, and if it does not use this information for findin,; how to 
make the people feel that its vresence in their country is an asset for thoir 
nationsl Jife in the bimdest sense, and not just in the financial field as a 
source of»*revenue from royalties. 


In Saudi Arabia the difficult point is that the powers that be today may 
not be in power the day after tomorrow. ARAMCO has to make itself felt to 
be a national asset not only by the present ruling element but by the future 
rulers of the country whom the Company is bringing inte existence by employing 
them in its own work and thereby Jiving them a modern outlooke 


The Problen of social integration 
> 

As the Comoany's Saudi Arab employees rise higher in the Company's service 
and are given more and more dificult ana responsible technical and administrative 
jovs and stami un to these jebs creditably, the guestion of integration will, I 
sup 2cse, become more acutee It is a satisfaction to be yiven well deserved rese 
nonsibility and the range of salary which this carries with it, but normally the 
reward of success is not merely financial and orofessional; it is social as oF 
Irn a comunity that is not divided socially by differences of race, religion, or 
ways of life, perhaps the most gratifying reward of success in any walk of life 
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is that it onens the decr to mixing socially with the community's most dis- 
tinguished membcrse Jf this social reward for success is withheld, the 
success may become a cause of resentment instead of contentedness. 


A Western vis “pul te Dhahran, Abgaig, and Ras Tanura finds jiimself in an 
American’ city that has beer shipped to Arabia on a magje ceryete He is 
welcomed to American hones, where an American householdcr end his wife and 

shildren are living the same life that they would have téen living at home. 


What opening is there for a “esternized cor semi-Westcrivized Arab eimloyee of 
the Company te enter this American paradise if he has risen, in the Company's 
service, to the sane professional level as the naradise's American inhebitents? 
If I am right, these three American cities in Saudi ‘rabia are 'zoned! like 
imerican cities in the United States. Not cnly the tyne of house that is 
assicmed to’ an employee, but the location of his house in one or other zomes 
is at oresent determined pirtly by his prefessional standing and partly by his 
nationalitye 


I am ignorant sbout ARN CO's nolicy on the question cf admitting its 
Saudi Arab e:mloyees to the wis desirable zone if they succeed in rising to 
the sequined professional levele This is, of course, much more than a guestion 
of housing; it is a question of whether or not the door shall bo opencd for 
intimate r< ‘lations between irab and American families. 


Close social relations between members of tw different communities are 
least difficult in dlaces where only one of these comnunities is permanently 
at home in the country, while the other community consists of temporary residents 
from abroad who have a country cf their ovm to which they intend to retire as 
soon 3s they are relased from their orofessional duties. In Africa, for 
example, the countries in which inter-communal relations are tense are South 
Africa, the Rhodesias, Kenya, and Algeria, where there are substantial minorities 
of non-African origin who have come to stay and to leave descendants, and who now 
have no other homee The tension is much lower in British:and French West Africa 
and im Tunisia and Morocco, where there are either no permanent non-African 
settlers at all or only a relatively small number of theme The mixed comnunity 
on the Saudi jrabian oil-~field is, happily for itself, in the West African 
category, not in the South “frican and Algerian. iheoratore » the difficulty 
here shovld not be unsurmountablee 


dh. 


In the now independent West ifrican state of Ghana, formerly the British 
‘Gold Coast colony and protectorate, the policy during the transitional period 
was, I believe, that the job should carry with it, automatically, the house, 
the zone, and the social entree. For instance, if an African qualified for 
appointment to a judicial or administrative post formerly held by an English- 
man, he would inherit his Fnglish predecessor's house in the zone in which 
senior English government servants lived, and his English colleagues and 
neighbors would then invite him to dinncr in their homes and would be invited 
back by him and his wifee \ 


In Ghana, this social integration between Africans and English people at 
top level seems to have worked smoothly. On the other hand, it is well known | 


— , that in cae 
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| that in India, during the last century and a half of British rule, (ieee from | 
about 1800 to 197), the English lived a life apart from their Indian colleagues 
This was a revolutionary change from inglish practise in India in the. eishteenth 
century, when the English there mixed socially with indians of their own standing, 
married Indian wives or lived with Indian concubines, and begot children who did 
not suffer socially, as their descendants have suffered since, for being mixed 
in racee The reason for this difference in the British attitude in these two 
periods was partly the effect of military conquests in making the British con- 
querors feel and behave as if they were a superior raceée But the main reason was 
that the invention of stean navigation, followed by the cutting of the Suez Canal, 
nade it possible for the “nglish in India to ing out English wives to India, 
for husbands and wives to make frequent trips to in; sland, and for their children 
to be educated in the home country. This made the Enslish community in India 
become, like the ‘merican community in Arabia, a living fragment of the Cnglish 
nation that happened to be living temporarily in an exotic envircnient. Instead 
of making themselves permanently at home in India, as they had done in the 
cighteenth century, the men now Jived as tenprary exiles, counting the years 
til the date of their pcormanent retirement to England on pensione The English 
women in India were, naturally, up in arms against the old habit of sexual 
intinacy between English men there and indian women, and, in order tc reduce the 
likelihood of this to a minimum, they set their faces apainst all social relations 
between English and indianse The introduction of English wives was thus accountable 
for the Mnglishman ip India's aloofness from his indian neighbors and colleagues 
in the nineteenth and twentieth centuriese In this respect, Dhahran today is 
not unlike pre-19)\7 Calcutta. I do not know whether the presence of American 
wives in Arabia is having the same effect as the presence of English wives had 
in Indiae 


The aloofness of the English residents in India during the last 19% years 
of british rule there did not produce anything like the inter-communal conflict 
in present-day Kenya and South Africa, because the English in India, like the 
English in West Africa, were merely temporary sojourners there and had no 
intention of trying to make a permanent home in India for ‘themselves and their 
descendantse All the same, this self-segregation was, I believe, one of the 
reasons why British rule in India was rather short-lived. 


It is noteworthy that, while British and French rule in India has now dis- 
appeared, the remnant of the Portuguese Empire at Goa still survives. Today this 
is the last ‘vestige of Western dominion on Indian soil. Portugal has much less 
nilitary, power to hold her possessions by force than France and Britain havee 
The reason for Portugal's remarkable staying-powey in Asia and Africa is, I 
believe, the fact that the Portuzuese, from the beginning till the present day, 
have not only worked hard to convert their \sian and African subjects to their 
own Roman Catholic Christian religion but have also intermarried freely with their 
convertse A Goanese with no visible trace of European blood will be a Catholic, 
will bear a Portuguese name, and, if asked what his nationality is, will. say,’ 
not 'Boanese!, and still less 'Indian', but 'Portuguese'. He does | feel 
himself to be Portuguese, whereas the Indian subjects of the former British and 
French empires in India never felt themselves to be English or Frenche 


English-speaking people __ 
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English-speaking people of European race are shy ci intcr-marriage with 
people of other races and are therefore also shy of social relations that 
might lead to inter-marriage. So, for us, the probleni of social integration 
is a particularly difficult onee Yet we cannot elude it, and history seems 
to show thet the penal ty for failing to solve it is severee lly guess is that 
this problem will become increasingly important on the Saudi Arabian oil Meld 


Conclusions 


This report comes to a head in two general conclusions about policy: 

(i) ARA™CO is helping itself in helpinz the Saudi 3rabs to find ete 
feet in the modern wrld. . To give them experience and responsibility in 
industrial technique and in administration is a great service to them,. for 
which they will be grateful. But their gratit ce m: ght have the edge taken 
off it if professional advancement were not to be accompanied bj social 
integration with their American colleagues. 


(ii) It is in ARAMCO's interest to help the American Government, and 
other Western Governments, in any way it can to cooperate with each other in 
' trying to remove justified Arab grievances in any part of the Arab world, 
ARAMCOts position in Saudi Arabia might Le compromised by some incident in 

a distant Arab count try: for example, by the bombing of a village in Tunisia 
by French airmen using American planes. 
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The Public Relations Department of the Arabian-American Oil Company has 
published the following release: 


Khursaniya pump Station 
To Boost e Flow 
A new pump station now nearing completion at Khursaniya, midway along 
the Safaniya-Ras Tanura pipeline, will increase the capacity of that line 


from 125,000 to 175,000 barrels of oil daiTy when it goes into operation 
on,or about June 15, Dhahran District Oil Operations has announced. 


The station's four centrifugal pumps with turbines are expected to 
make this gain possible by a very. substantial increase in the pressure of 
the line where it passes by the southeastern Sornee of the Khursaniya oil 
field. . 


Crude oil from offshore wells in the Persian Gulf leaves the Safaniya 
pump station under a pressure of 768 pounds per square inch, By the time 
it reaches Khursaniya, 63 miles to the southeast, the pressure in the line 
drops to about 10 pounds. The pumps at that point will push the pressure 
back up to 768 pounds per square inch in order to carry the greater volume 
of oil the rest of the way to Ras Tanura. 


The four Ruston-Hornsby turbines which will power the pumps are rated 
at 1,260 brake horsepower each when the temperature of the surrounding air 
is 80 degrees Fahrenheit. They will run on crude oil from Khursaniya Well 
Noe 3, some 2,000 feet away. 


Normally, vanadium compounds present in crude oil form oxides which cor- 
rode delicate steel blades in turbines of that type. Aramco engineers plan 
to lick the corrosion problem by introducing an additive--magnesium sulfate 
in water solution--into the fuel. " ses 


- i 2» 
Wousing for 11 operators will be built lat the station. Limited super- 
vision of the facilities will be directed from Nariya, but a trailer will 


| be provided at the station for emergency housing for the supervisor. = 
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The new station will obtain its power independently from two 15)-HP 
diesel generators. Safety plans call for installation of a gasoline fire 
pump in the vicinity of the station. A demineralizer made by Ionies, Inc., 
will provide station personnel with 250 gallons of potable water a day. 
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FOR THE CONSUL GENERAL 


Carsten D. Muller 
-«. , American Vice Consul 
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GULF PUBLISHING COMPANY 
ADDRESS REPLY TO EASTERN OFFICE TELEPHONE JAckson 9-4301 
250 Park Avenue, New York 17, N. Y. P. O. BOX 2608 + HOUSTON, TEXAS 
Telephone YUkon 6-6558 
May 13, 1958 


Dra. s-ASé 


Mr. Earl R. Beckner, cs OW Vanden! 


Fuels Division, U. S. Department of State, 
Washington 25, De Ce. 
Dear Mr, Beckner: 

Do you have available a copy of the agreement (English 
translation, of course) made between a Japanese business 
group and the Saudi Arabian government concerning offshore 
drilling rights in the Persian Gulf? This agreement was 
concluded toward the end of last year and was accorded 
some publicity in the newspapers. | 

I should like to have a copy of it for reference 
when I prepare our Saudi Arabia renee in the Vubecentdondl 
Outlook Issue of WORLD OIL, to be published August 15, 1958. 
Arabian American Oil Company suggested that your Division 

| might be able to send me a copy of the pact. 
May I hear from you soon in this regard? 


Sincerely yours, 
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Me a 
Ww : Clark Cypher, principal ARAMCO representative Jidda called 
De j today to discuss possible repercussions in Saudi Arabia anti- oo 
INR. American demonstrations Lebanon. Cyphex said there were enough © 
P Egyptians, Palestiaians and foreign proletariat to.provide mobs () 
UOP for any demonstrations government failed to repress. He felt > 
E certain, however, that Amir Saud Bin Jeluwi would ruthlessly e 
SCA forestall any attempts at demonstrations in the Dhahran area. N 
OPR We both agreed the King would certainly order strong repressive UI 
IRC measures. What Faisal would do in the event some one attempted a 
start demonstrations here in the Hejaz problematical, but in ~ 
ocB the past Cypher said Faisal given evidence of ability to act ol 
USTA strongly and quickly in emergencies. Saudi authorities capable 
CIA handling any disturbance if the act resolutely. Embassy sees ots 
OSD no indications such disturbances at this time. fb 
ARMY Ol 
AIR * Any attempt to repeat bombing of IPC pipeline on the tap would 00 
NAVY cause grave concern and damage to Saudi Arabia if bombings 
successful and repeated. A single simple break in pipeline . 
could be speedily wepesned but blowing up a pump station could 
be most serious. 
Cypher remarked King was going to Dammam for 10-days on May 1 
The fact that he was going down by train indicated to Cypher 
that the indisposition which prevented King from seeing mysel I 
and other people last week was not serious, 1f indeed it exis wo 
at all. Sc ” 
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SUBJECT: Aramco Petroleum Exports - 1957. 


- 


The Embassy transmits herewith a copy of the 4srabian 


American Oi1 Company Report of Yrude Oil and Refined Products 
Exported, Oil Export Summary, Year 1957, a detailed compilation 
of exports by type of petroleum product, quantity and value to 


country of destination. 


The Jidda representative of Aramco was only able to = one 
copy of this report available to the Embassy but stated the 
Department will be able to secure additional copies from the 


New York Office of Aramco if desired. 


Enclosure : / 
As stated 


= 


For the Ambassador? 


; | ees ae Pah eee 


William D. Toomey 


Second Secretary of Embassy 
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SUBJECT: Pan American Oil Vorporation Seeks Ereferential, 4one. Concession 
= — PAV Y=3 : 
l Si 17% vA 
Pan American Oi] Corporation (Standard of indiana) representative J. We | 


Lewis, has been in Jidda for several weeks discussing a concession agreement for 
the Preferential Zone with Shaikh Abdullah Tariki, Saudi Arabian Director of 
Petroleum ffairse Recently, according to Shaikh Abdullah, Mr. Lewis has made 
arrangements to enlarge his technical staff, as substantial progress is now 
being made in negotiations. 


Other indications of progress were noted by the writer during a conversation 
with Shaikh Abdullah on May 21, 1958. In the past, Shaikh Abdullah has ays 
stated the Preferential Zone would be exploited only by Saudi pepe, ge 
outside partners. The National Iranian 0i1 Company and Pan American Oil 
Corporation agreement, in particular the bonus feature of 325 million, has 
prompted Shaikh Abdullah to remark that he hopes Standard of Indiana has a few 
million dollars remaining for Saudi Arabia. An American employee of the 
Directorate of Petroleum Affairs, ifr. Frank Prfor, is going to Tehran shortly 
to discuss the agreement signed there with. Iranian officials and to secure a 
copy of the agreement. Shaikh Abdullah believes this agreement is far superior 
to the Iranian-Italian agreement and the best "non-integrated" agreement he 
has seene It will obviously serve as a model in Saudi-Pan American discussions 
to which Shaikh Abdullah will certainly attempt to append. some of lxis ideas for 
integrated operations which will give Saudi Arabia an opportunity to develop 
a marketing organization. In his view, Pan American was willing to agree to an 
arrangement which on the surface is extremely favorable to Iran because the 
American company is confident it will be permitted to market most of the oil 
produced in the absence of marketing experience on the part of the National 
Iranian 0i1l Company and the small likelihood they will be able to develop X 
markets in this highly-competitive field. 


8Sce~¢-G/fEGGe *v9gss 


result in an agreement being reached bétween Saudi Arabia and the Pan 
American Qil Corporation. Under the terms of their Concession Ag 
Aramco has the right to match any proposal made to the Saudi Arab 


Aramco officials in Jidda believe the current discussions are likely es =e 
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7 by other companies. Local Aramco representatives are reluctant to comncnt 
on the position “tramco nay adopt if confronted with an agreement. iluch 
would depend, according to these company officials,. on tne terms of the 
agrecment. The Embassy gathers that Araiico would not necessarily be 


adverse to "sharing the burden" of petroleuwn production with another co pany, 
especially an american companye 


Yor the Ambassador: 
oS RF Pee ie \ 


Willian D. Toomey \ 


; Second Secretary of I mbassy 


Dept. please pass Dhahran, Beurut and Tehran. 
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DATE: May 23, 19588 ¢ 
Fy 
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SUBJECT: Training of Aéfshans in Saudi Arabia. 
0 
PARTICIPANTS: lar. might - Araaco 0) 
ur. Nelson — FSD > 
e 
%; 
Ol 
COPIES TO: SOA - I'r. Dostwick ON 
~ 
Ui 
J 
N) 
ON 
Ol 
00 
Mr. Knight said that he had talked with lir. Terry Duce and Mr. Gary Moore 
in regard: to the Department's query as to whether Aramco could train a small 
number of Afghans as drillers in Saudi Arabia. Aramco currently has five rigs oO 
operating in Saudi Arabia and has one other rig used for preliminary training GW 


purposes, ‘Training as a driller would not be of the "classroom" type but would Si 
envolve working on a rig for a period of approximately two years. A rig 

generally has seven or eight men working,on each shift and operates on a 24-hour 

a Gay basis. This would include a supervisor, a driller, a driller's assistant, 
three men on the floor and possibly one or two in the derrick. Drillers are 
generally started out as floor men and must learn all aspects of work in 

cornection with the rig as they move up to the position of driller. 


The qualifications for such a }-osition would be 1) good health, 2) a rudi- 
mentary knowledge of English, anc 3) willingness to work and alertness in 
learning. It would be advisable to have the Afghan trainees in multiples of 
two since the housing in Saudi Arabia is set up so that there are two men shating 
a small apartment. Mr. Knight stated that Aramco at this point was quite wie 
willing to go ahead with the project but, of course, the final answer would : ; 
depend on the Saudi Arabians. He pointed out that a large number of Saudis , 
were also anxious to be trained as drillers and since this operation took placer 
on a limited basis in Arabia, the training, of a small number ofAfghans would; “ 
mean the displacement of a similar number of Saudi Arabians. erefore, it { * 
would be necessary that the Saudi Arabian Government fully undwrs#§hd this if. 


were going to extend an invitation to the Afghan Government to”send trainges! 
to\Arabia. & (4 
©: Mr. Knight ; 
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Mr. Knight indicated that he did not feel that money would be a problem 
in this project and felt that there was no need to consider monetary arrange 
ments at the present tire as they might only be a complicating factor. Since 
the Afshans would actually be working on the rig, they would presumably be paid 
standard wages by Aramco. 


Mr. Knisht noted that hir. Nelson was to have lunch with Mr. Duce on Monday, 
Mey 26, and he felt sure that after further ciscussion of this matter with lir. 
Duce, the Department would be in a position to initiate action on the proposed 
treining project. 


Ne <“awd 


_ May 27, 1958 
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SUBJECT: Aramco Receives New Off-Shore Drilling Platform * 





The following text was released by the Public Relations Department of Aramco | 


during the past week: 


"Dhahran, Saudi Arabia, May --A new, three-legg 
to be used for drilling under waters of the western Persian Gulf, was delivered 


May 10 the the Arabian American Oil Company (Aramco) at Ras Tanura, 


"The ‘arrival marked the end or a 10,000-mile, 15-week voyace from the mouth 
of the Mississippi River to Aramco's marine terminal in eastern Saudi Arabia. 


"Under tow by the Dutch tug, Noord-Holland, the platform left Vicksburg, 
Miss., Jan. 13, crossed the Atlantic, the length of the Mediterranean Sea, 
traversed the Suez Canal and rounded the Arabian Peninsula without incident. 
The towing tug made bunkering stops at the Azores, Port Suez and Aden. 


- 

"After accepting the floating rig, Aramco immediately began preparations to 

put it in operation in the Persian Gulf. By early summer, it is expected to be 
ready to begin drilling in offshore Manifa oil field, 120 miles northeast of 


Dhahran e 


"The triangular platform is 93 feet long and 10) feet wide, and weighs about 
800 tons without drilling equipment. Built by R. G. LeTourneau, Inc., in 
Vicksburg, it is similar in principle to platforms employed by American oil com- 
panies and drilling contractors in the Gulf of Mexico, where their use was 


pioneered. 
"The new Aramco platform will be operated on three legs instead of the four 


or more lecs which support most mobile offshore rigs. Similar platforms were 
designed to work independently, but Aramco's mobile rig will be operated 


junction with an auxiliary drillinc tender. ai a 
S38 


"Jhen in position on its 108-foot, self-rising legs powered electg§. city , 
the platform will be able to drill in up to 65 feet of water to a dépth about 
13,000 feet. For =, a the 136-by-30-foot standard derrick moyntedten the 
platform trill be pl&ced in the center when the equipment is being frved fPork one 


7 ye 


ged mobile platform, the first 
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location to another. ‘The derrick will be moved to the edge of the platform 
for actual drilling operations." 


FOR THE CONSUL GENERAL: 


On. BE; GounLee 


Carsten D, Muller 
American Vice Consul 
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SENT DEPARTMENT 698; REPEATED INFORMATION JIDDA 460. 
LIMITED DISTRIBUTION 
At ARAMCO dinner May 28, Abdullah Tubaishi gave me verbally 


following message from King Saud for urgent delivery to 
Ambassador Heath: 


“Now is the time to go forward on the matters that we dis- 


cussed at our meeting in Riyadh, to act and to do as we agree. 
I have considered the matters thoroughly, and I am convinced 


that the time is now right. I look forward to a prompt reply". 


King will remain in Damman until May 31. He can then be 
reached at Riyadh through Embassy. 
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SUBJECT: Conversation with Officials at Aramce 


Attached is a copy of a memorandum of conversation with Mr. Norman HARDY, 
President, and Mr. Garry OWEN, Vice-President, Concession Affairs, Aramco. 


~ 


The reporting officer considers significant the grewing appreciation on 
the part ef lecal management of Aramce (1) ef the need of eliminating the 
boundary disputes between Saudi Arabia and its neighbors in Southeast Arabia 
and (2) of the desirability of the resumption of diplomatic relations between 


the United Kingdem and Saudi Arabia. 
ee Ke IZ 


American Consul General 
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2 Fr TIDA 
MEMORANDUM O# CONVERSATION ; 
June 1,. 1958 


Participants: Norman HARDY, President, Aramco. 
Carry OWEN, Vice-President, Aramco. 
Walter K. SCHWINN, Consul General, Dhahran. 


I called on lhessrs. HARDY and OWEN at my request. 
1. Saudi Interest in Sultan of Muscat. 


I summarized my conversations with King SAUD and Sayid Abdul Rahman 
AZZAM on May 28 (Contel 700, May 29). Messrs. HARDY and OWEN agreed that the 
attitude of the Saudis represented a development in their thinking. They also 
regarded it as further evidence that the King at least is desirous of resuning 
diplomatic relations with Great Britain at an early date. 


2 Relinquishment. 


Recalling that Aramco is scheduled to relinquish some thirty-three 
thousand square miles of its concession to the Saudi Arabian Government in 
1960, I asked if consideration had been given to relinquishing territory in 
the region of the disputed boundaries in Southeast Arabia. Messrs. HARDY. 
and OWEN said that it had, but that a decision had been taken not to relin- 
quish in this area at this time. A discussion followed as to what extent if 
any such relinquishment by Aramco would contribute to a settlement in the 
area by demonstrating clearly that any disputes there did not arise from 
pressure on the part of Aramco. Mr, HARDY said that in the past the Saudi 
Arabian Government had recommended against relinquishment in this area be- 
cause it desired the interest and the assistance of Aramco in arguing their 
boundary claims. He said that explorations in the area justified its reten- 
tion now. At the moment, Aramco tentatively plans to relinquish in 1960 
territory in the northwestern part of the concession adjacent to the territory 
relinquished in July, 1955. (Subsequently, I heard from a middle-level source 
in Aramco that the management had proposed to the representatives of the parent 
companies at the recent Board meeting in San Francisco relinquishment in the 
southeast but had been overruled. Among some officers of Aramco the belief 
is strong that for political reasons the area in the southeast should be 
relinquished now.)  ’ 


3. Production. 
—————— 


Messrs. HARDY and OWEN said that the Board at its meeting foresaw no 
__need for increased production during the calendar year 1958. On the contrary, 


L_seceee 


, 





7 a 
SECRET Encl. No.1. 
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the general expectation of the Board is that demand will continue to decline. 
For the present Aramco plans to hold its production at just less than one 
million barrels per day. The point was made that the voluntary import 
restrictions were now costing we Saudi Arabian Government the equivalent of 
20,000,000 a vear,. 


he Talks with H. H, Foreign Office. 


Mr. HARDY spoke with satisfaction of the talk that he and Mr. DAVIES 
had with Mr. Selwyn LLOYD at the Foreign Office about ten days ago. (liessrs. 
DAVIES and HARDY subsequently reported their conversation to the American 
Ambassador, John Hay WHITNEY, notes of the conversation being taken by James 
SWIHART.) Mr. HARDY said that the call was made in order to disabuse Mr. 
LLOYD of any suspicion that Aramco was an instrumentality of the SAG in its 
border disputes in Southeast Arabia. He said that Mr. Lloyd assured him and 
Mr. DAVIES that the Foreign Office now well understood their position and 
regarded past misunderstandings as something to be forgotten. According to 
Mr. HARDY, Mr. LLOYD «was. interested in questioning him and Mr. DAVIES 
‘ concerning the situation in Saudi Arabia and the political attitudes of Amir 
FAISAL. Mr. HARDY said that Mr. LIOYD had not suggested that the press 
officer of the Foreign Office might be helpful in guiding the British press + 
with regard to Aramco. He also reported the impression that Mr. Selwyn LLOYD 
is convinced of the need to reume diplomatic relations with Saudi Arabia. 
Mr. HARDY emphasized the need to keep from the Saudis knowledge of his call 
with Mr. DAVIES at the Foreign Office. 


5. Conference at AUB, 


Messrs. HARDY and OWEN volunteered that they had not carried a written 
report on Saudi Arabia to the conference sponsored by President LEONARD of 
the Américan University of Beirut. (Beirut's Despatch No. 586, April.15, 
1958) « 








[ secret Rue ee: 








8 
53 __LIMITED OFFICIAL USE __ g3 
Action | Control:. 1423 5 
NEA FROM: Tah Rec'd: june 3, 1958 ss 
° anra e ba) 
_— mas 12:38 p.m.. zz 
RMR 10: + Secretary of State Zz 
NO: -m. 
Ss 711, June 3, 5 p.m 
G 
. SENT DEPARTMENT 711, REPEATED INFORMATION JIDDA 467, KUWAIT 21. 
L NOFORN . op 
INR Classified at request source to protect information of commercial g 
£ value. Northern most well in Safaniya field located approximate- > 
TRC ly two and one-half kilometers south possible border SAG-Kuwait ° 
DCL neutral zone. Structure remains high with no sign oil water i) 
contact. Geologists presume field continues into offshore Ol 
CIA neutral zone. . 5 
“~ 
SCHWINN 0) 
1 
AAL: INK/5 W 
O1 
! @ 
{ 
| 
PERMANENT 


RECORD COPY « This copy must be 





NE: J. T. NEWwsom CONFIDENTIAL TPG. ass3/¢-0 s 5 


‘DEPARTMENT 
(22) M- b09 | penpees OF STATE 
Memorandum of Conversation 
DATE: June 9, 1958 

/E 

SUBJECT: Possible Settlement of the Onassis Matter 8 
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PARTICIPANTS: Mr, James T. Duce, Vice President, Arabian American 0i1 Company au 
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Mr. Duce advised that the Arabian American Oil Company hag been Ci 
approached in both Saudi Arabia and the United States with a gestion Ci 
from Crown Prince Faisal that the dispute between Aramco and the Saudi CO] 


Arabian Government over the Saudi Arabian contract with Aristotle Onassis —~ 
be settled by direct discussions. Mr. Duce pointed out that the matter Ci 
was now under arbitration and that this would presumably mean abandoning 4 
the arbitration proceedings, Mr. Duce said he did not yet know what the a 
company's reaction would be and conjectured that the company might wish 2, : 
some more precise indication of the terms on which Saudi Arabia might 
propose to settle this matter. 
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The follotin- is a tabulation of the «ross tax and royalty payments nade hy 


the Arabian “merican Oil Company (12: CO) to the tovernment of Saudi Arabia from 





January throuch liarch, 1958. -ranco has made these ficures available to the Con- o 
sulate General on a confidential basis. © 
SQSEEA Af. ekTOn" ULL CG raiy GROoS TAX SD ROZAGTS PAPE TO - 

TG oct ARABS maid, Jos VARY TRAOUGH J.ASCH, 1956 e 
2 £ A e.% N 
lionth royalty Company (1957) Income Tax Gross .imount Taid oO 
January ‘7,043, 87) 15,516, 292 32l1,065,155 (2) of 
a 2 i (1) 8 ar fe, 
February 4,810,518 16,06, 292 23,656,810 0) 
: | 

March 6,321,102 waited 23,168, Uh 2 
os 


Jetaile:i fimures, inclucins a statenent «ivinys tie Cistribution of parments by GQ] 
currencies, are forwarded as enclosures to this des snatch. “ne fact that the state- QM 
ment of actual payments by currencies shows a larcer raynent of Pounds jterlincs 
than of U. 5. Dollars is a reflection of the sreater ease of .obtainin~ Dollar 
credits than jterlin: credits :rith the concomitant result that assicned Dollar 


repayments are »icher tian those, if any, for. jterlinz. 





(1) 
Tneludes i97 royalty for natural “as sold locally, it is this 
reappears as a saudi “iyal payment. 
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Attached are two copies of a translation of Royal Decree No. 380 of~ ~ ] 
22 Shawwal 1377(11 May 1958) as published in Umm al-Qura, No. 1717, 27 Shawwal” ™~ — 
1377 (16 May 1958). The translation was made by the Translation Section of Local 
Government Relations Department, ARAM‘CO, Dhahran, Saudi Arabia. 
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Local Government Relations Department “i 
Translation Section “> 
Dhahran, Saudi Arabia bi 
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May 1958 


TRANSLATION 


ROYAL DECREE 
ON 
ORGANIZATION OF THE COUNCIL OF MINISTERS 


The Directorate General of Broadcasting, Press, and Publications has released the following 
Royal Decree: 


NO. 380 


DATED 22 SHAWWAL 1377 (11 MAY 1958); - 
Having placed our trust in God; 
We, Satud ibn ‘Abd al-'Aziz, King of Saudi Arabia; 


In view of the fact that the interest of the country requires tbat the organization of the 
Council of Ministers be reviewed in accordance with the. provisions of our Decree No. 37 of 2 Ramadhan 


1377 (22 March 1958); 


And being earnestly desirous of centralizing responsibilities and defining jurisdictions and 


of looking after the state of the progress and development of the country; 
And on the basis of the Council of Ministers’ Decision No. 120 of 15 Shawwal 1377 (4 May 1958); 
And on the basis of what has ass submitted to us by the President of the Council of Ministers; 
Have ordered the following: 


GENERAL PROVISIONS 





1. These Regulations shall be called "The Reguletions of the Council of Ministers" 


- 2, The headquarters of the Council of Ministers are in Riyadh, but its sessions may be held: in other 


parts of the Kingdom. 


3. No one but a Saudi may be a member of the Council of Ministers; nor may anyone who has a bad re- 


putation or who has been convicted of a crime or offense against religion or honor be a member. 


4. After these ‘Regulations are issued, the members of the Council shall not assume their duties until 


they have taken the following oath: 


‘ 


"I swear by God Almighty to be loyal to my religion, my King, and my country; not to 
divulge any secret of the State, but to defend its interests and uphold its Regulations; 


and to discharge my duties with probity, devotion and integrity." 


eee 
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8. 


9. 


10. 


11. 


2 


A member of the Council may not at the same time hold any other Government post, unless the President 
of the Council of Ministers ( “1, jy)! ulm Uw) ) decides this is necessary. 


No member of the Council of Ministers may, directly or through an intermediary or at public auction, . 
buy or hire any Government property. 


He may not sell or let any of his property to the Government; nor may he undertake any 


commercial or financial activity or accept membership on the board of directors of any company. 


The Council of Ministers is a lawfully constituted body ( alk: it. ) whose meetings shall be held 


under the sunita i of the President of the Council ( *h jg! uw) oF the Vice-President. 


~ 


Yh 
The Council shall carry out its activities and exercise its functions in accordance with 


. these Reguletioris, < internal rules. 
- % 


rn, 4 ; 
Every Minister is peponsible to the President of the Council for the activities of his Ministry. 


The President of the Coyne il is responsible to His Majesty the King for his own activities: and the 
activities of the Council. The President of the Council may request His Majesty the King to relieve 


from office any member of the Council of Ministers. The resignation of the President of the Council 


.entails the resignation of all the members of the Council. 


Each Minister shall be regarded as the direct head of and final authority over the affairs of his 
Ministry. He shall exercise his duties in accordance with the provisions of these Regulations and 
the internal rules of his Ministry. 


Only a Minister may act for another Minister, and (only) in accordance. with a Royal Order based on a 
@ 


recommendation by the President of the Council. 


« 


‘FORMATION OF THE COU OF MINIS 


The Council of Ministers shall be composed of: 
a. The President of the Council of Ministers ( “jx! Val Une) ). 


b. The Vice-President ( uw) Lb) of the Council of Ministers, who shall be appointed by 


Royal Order based on the recommendation of the President of the Council of Ministers. 


c. Ministers in charge of Ministries, ( geleluJl ‘ljJ!) who shall be appointed by Royal 


Order based on the recommendation of the President of the Council of Ministers. 


d. Ministers of State ( ah Jl ‘l;, ) , who shall be appointed members of the Council of 
Ministers by Royal Order based on the recommendation of the President of the Council 
of Ministers. 
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TRANSLATION 


e. Advisers to His Majesty the King, who shall be appointed members of the Council of 


Ministers by Royal Order based on the recommendation of the President cf the Council of Ministers. 


12. Attendance at the meetings of the Council of Ministers is a right belonging exclusively to its 
members and to the @ecretary General ( pla! owl) of the Council of Ministers. At the request 
of the President or one of the members, and upon approval by the Council of ‘‘inisters, an official 
or an expert may be permitted to attend the sessions of the Council in orler to present such in- 


formation or explanatory nfaterial as he may have. However, the right to vote belongs exclusively 


to the members. 


13. The Council shall not »e considered in session unless two thirds of its members are present, nor 
shall its decisions be valid unless made by a majority of those present. In the event of a tie 


vote, the side on which the President votes shall carry. 


14... Except when necessary, the Council shall not decide on any subject related to the activities of any 


of the Ministries unless the Minister concerned or someone acting for him is present. 


15. The Council's deliberations shall be secret. Its decisions shall as a rule be made public, with 


the exception of those which the Council decides are to »e considered secret. 


16. The members of the Council of Ministers shall stand trial ( pl ) for any offenses ( WE! ) 
they commit in the course of their official duties. (Such trial shall be) in accordance with 
7 a 
special Regulations which will include a list of offenses and will define the procedures for 


impeachment and arraignment ( iS Lawl phys ¥h ) and the manner of constituting the tribunal. 


17. The Council of Ministers may form committees of its members or of others to discuss a subject in- 


cluded on its agenda, in order to submit a special report thereon. 


The internal rules of the Council shall set forth how many committees there are to be 
* ae sf] 


and how they shall operate. 


JURISDICTION OF THE COUNCIL OF MINISTERS 


18. The Council of Ministers shall lay down ( cu) the policy of the State with respect to internal 
and foreign affairs, finance, the economy, education, defense and all public affairs and shall over- 
see the execution thereof. It possesses regulatory authority ( dy,bol ibLJ! ) » executive 
authority ( a, igicd! GbL! ) =, and administrative authority ( a lo ¥l abl!) . It is the final 
authority ( aryl ) for financial affairs and for all matters connected with the various Minis— 
tries of the State and other Government departments, =e shall decide what measures should be taken 
in these matters. Treaties and international agreements shall not be considered effective until 
approvéd by (the Council). The decisions of the Council of Ministers are final except for those 


which require the issuing of a Royal Decree or Order in accordance with the provisions of these 
Translation Section, LGR .- May 1958 


TRANSLATION 


Regulations. bel 


REGULATORY FUNCTIONS 


19. International agreements, treaties, and regulations, and concessions shall not be promigated except 


in accordance with Royal Decrees prepared with the approval of the Council of Ministers. 


20. International agreements, treaties, and regulations, or concessions may not be amended except by 


Regulations to be issued in accordance with Article 19 of these Regulations. 


21. The Council shall rule on the draft Regulations submitted to it, article by article, then vote on 


them as a whole in accordance with the procedures laid down in the internal rules of the Council of 
Ministers. 


22. Every Minister has the right to propose to the Council for decision draft Regulations that lie within 
the scope of his Ministry's activities, and the Council may abeteien or reject them. If the Council 
rejects a prevewal, (the proposal) may not be submitted to it again unless necessary. Every member 
of the Council of Ministers is also entitled to propose any item the discussion of which by the 
Council he feels would be of benefit. 


23. If His Majesty the King does not sanction a Decree or Order submitted to him for signature, it will 
be returned to the Council for discussion, along with (a statement of) the reasons therefor. If the 
Decree or Order is not returned from the Royal Cabinet to the Council of Ministers within thirty days 
from the date of its receipt ‘(by the Royal Cabinet), the President of the Council shall take whatever 


action he deems appropriate and advise the Council accordingly. 


24. -411 Decrees mst be published in the official gazette, and they shall come into effect from the date 


they are published unless a period (of postponement) is stipulated. 


EXECUTIVE FUNCTIONS 


. 


25. The Council, in its capacity as the direct executive authority, has full supervisory powers ( diyaJl ) 
over executive affairs. It has prime responsibility ( GloYl (elas Yi Vale ye ) for taking all 
measures it considers to involve the interests of the country. The following matters fall within its 


executive jurisdiction ( i,i,icJl cloles! ): 
1. Control ( igl,» ) over the execution of Decisions and Regulations 


2. Establishment and organization of public agencies and of (Government) jobs, and the appointment, 
termination, promotion, or pensioning of directors of departments and officials of Grade 3 and 


above ‘ ‘ 
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26. 


27. 


28. 


29. 


30. 


31. 


32% 


33. 


BA. 


35. 


3. The Council of Ministers may decide to form committees of inquiry to investigate the operations 
of the Ministries and (Government) departments in general, or any specific case. The committees 
of inquiry shall submit the result of their investigations to the Council within the tima limit 


fixed by the Council. The Council shall rule on the result of the investigation in accordance 
with the Regulations. 


ADMINISTRATIVE FUNCTIONS 





x 


The Council of Ministers is the immediate authority for the administration of the country. It shall 
have full supervisory powers” ( iimaJ! ) over all administrative matters. The various provinces 
throughout the Kingdom shall be administered in accordance with Regulations enacted for this pur— 


pose. 


Municipal affairs shall be administered in accordance with special Regulations, entitled Regulations 
for Municipalities, which will define the categories and duties of mnicipalities, the formation of 


municipal councils, and other matters connected with the work of mnicipalities. 


FINANCIAL FUNCTIONS 





The Council of Ministers’ is the final authority for the financial affairs of the State. 
No taxes or duties may be imposed except in accordance with Regulations. 


Duties and taxes shall be collected in accordance with the provisions of the Regulations, and -no 


exemption from them is allowed except in accordance with Regulations. 


No State property may be sold, rented, or (otherwise) disposed of except in accordance with Regu- 


lations. 


No monopoly, concession, or right to exploit any of the country's resources may be granted except 


in accordance with special Regulations and with due regard for the public interest. 


The Government may not contract for any loan ( los aie o! ) exeept with the approval of the 


Council of Ministers and after a Royal Decree has been issued that permits it to do so. 


No undertaking made by the Government that involves payment of funds from the Public Treasury 
( aL! a jsJ1 ) may be made except in accordance with the provisions of a duly approved budget. 
If (such undert aking) is not covered by the iteris of the budget, it shall be made in accordance with 


special enabling Regulations («jem colt pus) - . 


All State revenues ( 4 JI! cls, ) mst be delivered to the consolidated Public Treasury and re- 


corded and disbursed in accordance with the procedures prescribed by the Regulations. 


ee I ee a a OE FT Pe er re 
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36. No salary may be allotted nor any remneration granted nor any Sum disbursed from the State funds 


38. 


39. 


40. 


43. 


except in accordance with the Regulations or by a Decision of the Council of Ministers. 


The Council of Ministers shall each year approve Regulations for a State budget which will include 
estimates of revenues and expenditures for that year, and which will be submitted to His Majesty 
the King for approval. The budget shall be approved at least one month prior to (the beginning of) 
the fiscal year. If the fiscal year begins and compelling reasons have prevented approval of the 
budget, the Governnent shall continue to operate on the basis of one twelfth of the previous year's’ 
tudget (per month) until the new budget has been issued. 4 | 


Any increase to be made in the budget shall be made only in accordance with Regulations or by a 
Decision of the Council of Ministers. , 


The procedures for approving the budget shall follow the established procedures for promlgating 
Regulations, and (the budget) shall be voted upon section by section. 


The financial Regulations now in effect will continue to be followed ( dg, ) until (new) regula- 


tions amending them are issued. 


The Office of the Comptroller General of State Accounts ( iy) che a¢l» ) shall adit all 
Government accounts and ascertain that revenues and expenditures have been entered correctly in 
° ’ 


accordance with the provisions of the Regulations for that Office. 


The Ministry of Finance shall submit to the Council of Ministers the year-end balance sheet 
( geksJl —LoJ! ) of the fiscal administration for the preceeding year for the purpose of 


having it approved (by the Council) during the first three months of the new fiscal year, 


Budgets and year-end balance sheets of departments not attached to any Ministry shall be governed 
by the same provisions as govern the State budget and year-end balance sheet, 


PRESIDENCY OF THE COUNGIL OF MINISTERS 
{ 


The President of the Council is to direct the general policy of the State. He shall ensure the 
(proper) direction and coordination of and cooperation between the various Ministries, and shall 
ensure contimity and unity in the activities of the Council of Ministers. He shall receive Royal 
directives from His Majesty the King and act upon them. He ig to sign the decisions of the Council 
and to order thea» transmission to the various (Government) departments. He shall supervise the 
Council of Ministers, the Ministries, and the public departments; and he is to oversee the exe- 


cution of the Regulations and Decisions issued by the Council of Ministers. 
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ADMINISTRATIVE ORGANIZATION OF THE COUNCIL OF MINISTERS 
45 The administretive organization of the Council of Ministers shall include the following sections: 


First; The Cabinet of the Office of the President of the Council of Ministers 


( “bid! de EE okey ) 
‘Lcond: The Secretariat General of the Council of Ministers ( ‘lj! Gied ELI! LY! ) 
Third: The Experts Section ( ‘leJl iat) * 


The internal rules of the Council of Ministers shall set forth the orgenization and juris- 


diction of these sections, and the manner in which they are to conduct their affairs. 


46, The Grievance Board ( JUS! yl») and the staff ( ohes ) of the Office of the Comptroller 
General of State Accounts come under the President of the Council of Ministers, in accordance with 


their respective Regulations. 


FINAL PROVISIONS 


47. The Council of Ministers shall approve these Reguletions and submit them to His Majesty the King to 


obtain Royal approval, They shall be promilgated by His Majesty and the President of the Council, 


48. After these Regulations come into effect, the Council of Ministers shall start drawing up the 


following Regulations; 


1. Internal rules for the Council of Ministers 

2. Internal rules for each of the Ministries 

3. Regulations for the Administretion of the Provinces 
4. Peguletions for Municipalities 

5. Regulations for the Impeachment of Ministers 


6. Pegulrtions for Selling and Letting State Property 


49. These Regulations shall come into effect as of the date they are promlgated and published in the 


official gazette. 


50. These Regulations shall revoke the "Constitution of the Council of Ministers" issued on 12 Rajab 
1373 (17 March 1954) and all other Regulations and Decisions conflicting with their provisions and 
every provision that conflicts with them, 


Translated by: KDK, MMM 
‘Checked by: PCS 


Typed by: NHM 
Trengletion Section, IGR May 1958 
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Memorandum of Conversation ae 

DATE: June 18, 1958 O 

CH 

SUBJECT: Aramco-Saudi Government Arbitration Problems My 
AG 

Mr. James T. Duce, Vice President, Aramco = 
PARTICIPANTS: Mr, dames Knight, Aramco, Washington Office 4 
John Shaw, NE/E us 


David D. Newsom, NE 
William D, Brewer, NE 


COPIES TO: = WEA(1ec), NE(2ec), NE/E(1ee), FSD(1ec), DRN(1ce), JIDDA(1ec), 
DYAHRAN(1ee) 3 » Pelee 
= cf 








.officials at length stated that the heart of the problem the questi@ 
‘ef freedom of export and that a formula providing for Aramgea's continueg 


Mr. Duce stated that the qestion of a bilateral settlement of the 
Sidon arbitration matter had come up at a meeting in Riyadh on June lh 
between Crown Prince Faisal and Aramco officials, Aramco had explained 
to Faisal that they had furnished Saudi Director General of Petroleum 
Affairs Abdullah Tariki with a suggested draft of a compromise settle- 
ment, The company was awaiting Tariki's reply. Faisal commented that 
the delay was probably his fault as he had been unable to five promt 
personel attention to all matters awaiting decision. 


With reference to Faisal's earlier comments to Aramco Board Chair= » 
man Davies regarding bilateral settlement of the Onassis arbitration, 
Aramco. officials informed the Crown Prince that the company was prepared wa) 
to give immediate consideration to any Saudi proposal for such a settle» $0 
ment, If the proposal. were found generally acceptable, Aramco would se 
the Saudi Government's agreement to the suspension of the Onassis arbit 
tion, Faisal replied that he had nothing specific in mind but that he | 
hoped a new effort could be made by both parties to find an acceptable © 
solution of this problem. He pressed hard for a postponement of the | 
June 2h; meeting of the arbitration tribunal. “When the company represe 
atives replied that Aramco could take no action on this problem in the | 
absence of a specific proposal for settlement from the Saudi Government 
Faisal appeared not at all pleased. To avoid an impasse, the Aramco 
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freedom of export would provide an accentable basis for settlement, 

The Aramec officials suggested that the Saudi Government make a 
suggestion alonr these lines to which the comnany would give "imnediate 
consideration", Faisal replied, "Let the matter rest there." 


Mr, Newsem inquired why the compary felt that a more Jenient. 
attitude could not be taken on the Saudi. request for rostnonement.. 
Mr. Duce replied that Arsmco's lawyers believe they have already won 
the Onassis arbitration. In these cirevmatance, the company would 
probably be reluctant not. to follow the arbitration through to a 
successf:] conclusion in the abserce of a forual proposel from the 
Saudis which would constitute a cuarantee of Araico'’s rights. 


NEA Me rsrevers as 
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Saudi Arabia, Statistical Data 


SUBJECT: Petroleum: 
WA) ao a 
op ORs Va / 
The enclosed tables of statistical data concerning the month of } oe wy ba 
have been provided by the Arabian American Oil Company. E 
FOR THE CONSUL GENERAL: Bg 
Carsten D. ‘ruler 00 
American Vice Consul 
Enclosures: | J 
1. Statistical Data ° 
2. Crude 011 Report N 
3. Refinery Report oO 
h. Petroleum Movement Report ol 
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eeadived ofa al use i. AmConGen, _ Dhahran 
| STATISTICAL DATA | 
MAY 1958 


COUNTRY: Saudi Arabia 


1. Grude Oil Production During May 1958 - 2 Gallon Barrels 


Average Gravity Daily Monthly Year - To Date 

Field OAPT Average Total 1958 
Abqaiq 3709 230,028 7,130,878 32,307,861 
Dammam 35.) 38,975 1, 208, 233 6,018,028 
Ghawar 34.7 640,522 19 856,18) 102,978 ,886 
Qatif 35.6 "18,999 -588, 96h, 3,141, 269 
Safaniya 27.42 51,002 1,581,057 6 Wh25431 

Total 3501 979,526 30,365,316. 150, 888,75 

2. Development Wells Completed During Month of May“1958 
Well Oil Gas Dry Obaarvatlon Total 


Khurais 2 1 1 
2a. Injection Wells Completed During Month of May 1958 
Well Gas, Water Total 
Abgaiq 80 Ss 1 
3. Exploratory Wells Completed During Month of May 1958 
Well Oil Gas Dry Observation: Total 
None 
1. Condition of Wells at End of May 1958 
(A) Completed Wells: 


(‘ells "Completed" fo not Indicate Wells Listed as "Suspended" on Page 2) 





Total 
Abandoned Standing Shut-in Observa- ; Completed 
gisid Producing Oil Drilling Oil (c) fo) Oil (d) tion, Injection Wells 
Abgaigq 50 2 0 2 12 2 ee: 80 
Abu Hadriya 0 fe) 2 1 0 1 0 h 
Dammam 28(a) 7(b) 3 1(e) 2 A 0 2 
El Alat fe) fe) 7 0 0 1 
Jauf 0 0 1 fe) . 0 a 
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; Total 
Abandoned Standi Shut-In Observa- pleted 
Field Producing Oil Drilling _Oil (c) Oil Oil (d) _tion _ Injection Wells _ 
Fadhili 0 0 1(£) 0 0 0 1 
Ghawar: 
Ain Dar h3 O 1 5 2 3 0 Sh 
Shedgum ly 0 1 1 0 1 0 17 
'Uthmaniyah 30 0 2 10 3 3 0 18 
Huiya 0 0 0 “4, 0 4 0 2 
Haradh O O 0 7 0) 1 0 8 
Khurais 0 O 0 2 0 O 0 2 
Khursaniyah 0 Oo: Oo 2 0 1 0 3 
Ma'aqala 0 0 1 0 0 0 0 1 
Manifa 0) fe) O Hi 0 0) 0° iD 
Qatif 10 @) 1 0 0 ae 0 12 
Safaniya —:18 0 oO 1 0. 1 0 30 
Stratigraphic _ 0 0 = _O 0 mn) _0 _ 
193 62 ol 4S 12 16 i2 308 
(a) Includes 3 producing gas wells . 
(b) Includes 2 abandoned gas wells. — , 
(c) Standing oil well has oil to surface but no surface facilities. 
(a) Shut-in oil well is not producing. . 
(e) Dammam well 3 is being worked over. 
(£) Well bore filled with md. 
* (B), Wells Not Completed: 
| Rigging Up : 
or Field 
Well Moving In Drilling | Total Suspended 
Ghawar: P 
Ain Dar 62 ~ 1 1 - 
Ain Dar 63 1 - - oo 
'Uthmaniyah 38 - - ws 1 
Haradh - ~ - 1 
Khurais 3 . + i a 
Khursaniyah ) - 1 1 - 
Qatif 13 = - - 1 
sateniye, 32 ae tie =s -- 
Total as ait ath, 2 
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5 Refined Products, Month of May 1958 (42 Gallon Barrels - Thousands) 

Ras Tamura Refinery: Input-Output 
Processed at Refinery 5,209 
Production: Gasoline 810 

Jet Fuel 282 
Kerosenes ; 2)2 

Diesel Oils 1,380 

Fuel Oils 2,305 

Others 23 

Unfinished Oils 126 

Losses or Gains 1 

: " Total 5.209 


6. Stocks as of May 31, 1958 (2 Gallon Barrels - Thousands) 


Refinery Products: 


Gasolines 1,291 
Jet Fuel 123 
Kerosenes . 361 
Diesel Oils 1,130 
Fuel Oils 1,780 
Others (Including Unfinished Oils) 03 
* Subtotal 5,488 


Purchased Products: 


Aviation Gasoline 120 
Lubrication Oils & Greases - 43 % 
: Total 336 


z 


Limitec nrriociat us® | 


| 


COUNTRY : 


_- UNCLASSIFIED 


. (Classification) 


CRUDE OIL REPORT 


Saudi Arabia 


Stocks, First of Month 


Production by Principal Fields: 


Abqaigq 75130,878 
Dammam . 1, 208, 233 
Ghawar 19,856,18) 
Qatif 588 , 96h 
Safaniya 1,581,057 . 


Total Crude Production | 

Natural Gasoline, etc., Mixed with Crude 
Other Supply 

TOTAL 

Processed at Refinery 

Pipeline Deliveries from Country 
Water Shipments of Crude from Country 
Other — 

Fuel and Losses 

Stocks, End of + ai 

TOTAL 


UNCLASSIFIED 


Month of May 1958 


Barrels of 
2 U. S. Gallons 


12,572,688 


30,365,316 
Qty. Not Determined 


422938, 00k 
"5,209 466 
15,02),860 
8,059,591 
51,741 
43,329 
14,549,017 - 


:2,938, 00), 


a‘ | Page 1 _of 
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é 
REFINERY REPORT | 


Month of May 1958 





COUNTRY: Saudi Arabia 


(Ras Tanura Refinery) 


Residual Fuel Oil 


Other Oils - Unfinished Oil 


s 


Barrels of 2 U. S. Gallons 


Stocks at 
Input-Output. Ind of Month 
1. Processed: at Refinery 5,209,166 6,197 
2. Natural Gasoline & Other 
Light Products Qty. Not Determined 
3. A. Purchased Oil Rerun - 
4. TOTAL. INPUT 5209 466 
5. Aviation Gasoline - - 
6. Other Gasolines 810, 252 1,291,169 
7. Jet Fuel 281,957 123,158 
.8. Kérosenes 21,689 361,106 
9. Distillates 1,360,535 1,129,456 
10. Residual Fuel Oil 2,305,535 1,780,378 
1. Iubricating 0il - - 
12, Asphalt 
‘13. Miscellaneous 23 ,O)9 59 ,636 
ly. Unfinished Oils Produced (Net) 125,615 72,913 
15. Losses or Gains 40,83), - 
16. ‘TOTAL 5,209,166 5,494,613 
17. Daily Average Crude Oil Throughput Capacity 
of This Plant: 189,000 Barrels 
18. Fuel Consumption at Plant of Oils Reported Above: 


19,15 Barrels ~ 
30,09) Barrels 
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COUNTRY : 


12. 


UNCLASSIFIED 


(Classification) 
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Desp. No 


From_AmConGen, Dhahran 





PETROLEUM MOVEMENT REPORT 


Saudi Arabia 


Crude Oil 

Aviation Gasoline 

Other Gasolines and Naphtha 
Jet Fuel - 
Kerosene 

Distillate 

Residual Fuel Oil 
Lubricating Oil and Grease 
Asphalt 

Miscellaneous 


TOTAL 


Month of May 1958 


Barrels of 2 U. S. Gallons 





7 | 


imports Exports 

- 23,092, 8)6 
48,518. 

- | 741,835 ° 

- 322,164, 

~ _- 333,833 

- 1,099,109. (A) 

- 2,054,870 (B) 

3,76 - 

52,282 27,644,657 





(A) Includes 86,380 Barrels Bunker Oil Laden. 


(B) Includes 672,665 Barrels Bunker Oil Laden. 


Transporting Companies: 


Names of Various Shipping Companies which Transported the Reported 


Above: 


Not Available 
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‘FROM: Jjidda 
RMR 10: Secretary of State 
SS NO: 117, July 23, 6 p.m. 


SP. SENT DEPARTMENT 117; REPEATED INFORMATION DHAHRAN 


L Pe announcing today general wage increase all aya 
INR roll employees averaging 4.2% general and intermediate ¢ategories 
te ' and 6% ‘senior staff. 
UOP According Jidda representative ARAMCO inesonie based on studies eo 
E indicating cost -living and productivity justify increase. No 0) 
IRC political implicatigms. ARAMCO representative remarked unfortu- > 
DCL nate announcement not made prior marine landing Lebanon as ° 
‘Saudi public opjnion will now interpret wage increase attempt. 
OCB appease workers. oO 
CIA i Ol 
_OSD F HEATH Pe 
ARMY ial 
AIR N 
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FROM : American Consulate “General, DHA:RALL 
TO : THE DEPARTMENT OF S®ATE, WASHINGTON. aE aT 


Foreion Repork n> Staff Memorandum of July 22, 1958 
(Dhahran Deghatch lh of Jul; Bi ’ 4 fir 
Wg 


Y Sheets Taupo 
| 2-F. Jee 
SUBJECT: aor? wer of Operational ate Qther liaterial hae oe iro Aramco 





| Ao wi fe ewig «es 
lS The Consulate General obtained, and hopes to obtain a rentdmadue basis, | 
the type of information forwarded in Jhahran Despatch kof h of July 2, 1958 with- 
out specific stipulation that it is considered conridential by Aramco. 


‘There appears vo be no national security reason to classify this material. 
Therefore for ease of handlin: it is transmitted as "Unclassified" in its entirety. 
However, from Aranco's point of view this 1aterial micht have commercial valve. 
Therefore it should not be “iven out for publication en toto as bein™ a statement 
of Aramco's operation. Indeed, much of the material is forwarded to trade 
journals tut such release vould appear to be Aramco's prerogative. 


In the future, the Consulate General hopes to transinit information on the 
exploration activities and-plans of Aramco. This material would have a hirher 
conmercial value to the company than the performance -data and in order to protect 
the sood will of the sources, the Consulate General will place a classification 
or administrative control designation on such information. 


As mentioned in Despatch Number }} of July 2, 1958, Aramco executive officers 
have expressed concern lest opinions of company officials on sensitive political 
matters te civen overly wide dissemination. Therefore certain despatches will 

be Slugged "Limit Distribution" and will carry a warnins to protect the source. 


SSH 8Sc-8/essce *voge 


Keeping in mind the desirability of makin; information as freely and easily. 
available as possible while at the same time remembering the necessity of main- 
taining: the confidence of Aramco that its commercial secrets as well as ex- 
pressions of attitudes and political viewpoints by its officers may safely be 
communicated to the United States Government, the Consulate General intends to 
closely scrutinize the appropriateness of the classification on all outgoing 
information. 






“lalter \K. Speier 
~Américan’ Cénsil Gen 


Dept please pouch to: 
| Tehran, Basra, Kuwait and Khorramshahr 
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SUBJECT: Aramco Payments to Saudi Arabian Government, June 1958 Aih-3 


= 


Enclosed herewith is a statement of payments by the Arabian American 
Oil Company to the Saudi Arabian Government for the month of June 1958. 
“Welter K. S¢hw 
American Consul General 
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‘ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
JUNE 1958 


Net Crude Runs from Field Storage Daring Month "3,920,316 
of May 1958 (Tons) ae 


Gross Amounts Paid: 


yo at $ 60232282 
Company Income Tax on 1957 Income 16, 314,687 
Total Gross Amounts Paid “ys $22,858,676 
Deductions from Royalty: J 
. Government Railroad Pil 
Construction Costs $ 500,000 


Deductions from C Income Tax: é 
Sealcment oul oP TSC) Taccme Te 000,000 


$13, 500,000 


$ 9,358,676 


Distribution of Net Funds by Currencies 


Us 8. Dollars | | "$ 1,521,675 
Pounds Sterling 13 2109999 
French Francs __ 266,0,2 


$ 9,358,676 





Excludes payments of Customs » Duties, Licenses, Permits, 
Visas, Personal. Income Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. Ss Dollar 
equivalents per agreements. 


Dhahran, Saudi Arabia 


| July 10, 1958 
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SUBJECT: 
Future of Crude 011 Prices. 


| There is attached as an enclosure a copy of an ARAMCO letter dated 
July 14, 1958 from the Chief Economist of ARAMCO, J. H. Ellender, to 
ARAMCO Vice-President R, I, Brougham. The letter quotes extracts from a 
paper delivered recently at a meeting of the British Institute of Petroleum 


by David Ovens of the 4 on the future of crude oil prices. The 
comments of ARAMCO'ts + to Mr. Oven's hypothesks are of 0 
considerable interest inasmuch as they diverge sharply. GO 
‘O) 
Mr. Ovens believes the crude price structure may be shoved up through > 
cooperation of the major producers. Mr. Ellender, on the other hand, ° | 
believes downward adjustments in posted prices are imminent and irresistible AY) 
based on the inescapable fact that there is a steadily mariaiatiiili supply of O] 
crude oil in the worlde 16) 
WN 
~ 


For the Ambassador: 


———— 


J Tae TO | 
William D. Toomey fom. 


Second Secretary of Embassy 
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ARABIAN AMERICAN OIL COMPANY 
New York, New York 
July ly, 1958 


FUTURE OF CRUDE OIL PRICES 


Mr. R, I. BROUGHAM 
Dhahran 


David Ovens, of the Economist,. delivered a paper at the summer meeting 
of the British Institute of Petroleum on "Crude Qil Prices - the Next Five 
Years". It is a scholarly job and thoroughly explores all the factors —— 
on crude prices. 


Ovens concludes that over the next five years the price of Middle East 
crude will be subject to downward pressures, but various factors, including 
restraints. on the part. of the large established major producers, will act as 

a break. We do not share the optimistic side of his fomasast but rather feel 
that downward adjustments. in the posted prices. are imminent, despite their 
potential political repercussions, and that actual selling prices for long 
term deals will. be forced. downward toward the halfway price level. Spot 
sales and small contract sales can be expected at varying amounts below the 
posted prices 


Some of Ovens' observations and conclusions may be interesting, although 
we do not agree with all of them: 


"The major companies are taxed in each of the countries in which 
they do business; the prices at which they invoice their refining and 
marketing affiliates mst faithfully reflect the market; as posted 
prices are accepted in these éalculations they cannot be allowed to 
become fictitious." 


",.ethe United States. will become an increasingly important market 
for Venezuelan and. East OileeePut in the restrictions on imports 
there has. been a legal Yeparation.between the oil industries in the two 
hemispheres. Imported oil is unlikely to be able to increase its share 
of the U.S. market by cutting prices to displace domestic productione" 
We do not agree, but rather believe that the existence of large supplies, 
' cheaper foreign. oil. andi the large number of "have not" domestic companies 

| eas ave fqneed-de- opevkbe.wlth Righer cash of daestic omide will haw 2 
is steadily depressing — on the demand for domestic crude and result 
| in increasing imports 


".eeprices. in markets outside North America will contimve to be 
determined. by competition. between the two main export areas, the Middle 
East and the Caribbean. Producers in the Far East, Sahara and in Europe 
will have to meet these prices, wither by squeezing profit margins or 
by state subsidies." 


*eewith 
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".eewith the very important proviso that Middle East oil continues 
to be as freely availables..the pressure on prices, whether it becomes 
effective or not, will.be, for the next five years, consistently downward. 
At. the same time production. costs, including payments = host governments, 
seem likely to continue to rises" 


"The independents have paid large sums and are committed to spend 
further large sums. They are not prepared to keep the oil underground 
until the market strengthens. Both by hature and necessity they mst 
have a quick return on their investment." 


"This investment was made with the object of ‘supplying foreign crude 
to refineries in the United States. As import restrictions have severely 
limited. this. outletecemust.look for markets elsewhere. Many of these 
newcomers are large and powerful companies. If they cannot sell their 
crude cil direct, many are prepared to invest in refineries and marketing 
organizations. in the Eastern Hemisphere." 


"It may. = more than five years before most of the new concessions ~ 
begin to produce oil in large quantities, but there will be enough new 
production before then. This means.the pressure on prices will intensify; 
in disposing of it.independent. producers do not have.the same considerations 
to take. into account.as the major integrated producers. A company with 
production.in several. areas. must. consider.the.effect of a price cut on © 
its operations.as.a wholesesthe independents.have no production elsewhere. 

' They accordingly have nothing to.las’ by cutting prices if this enables 
then. to. sells at some margin of profit, oil that a otherwise remain 
unsolde 


"Whether ee ee eee years, and if so 
how far, depends essentially on three things; on.the changes that are 
now taking place in. the. structure of crude oil production in the Middle 
East and Venezuela; on the.extent. to which market forces are replaced, 
as they. were in the. United States in 193], by some mechanism, formal 
or informal, for the restriction.of output;.and.on the extent to which 

‘rise.in costs,. and.particularly the rise.in.payments. te host governments, 

e controlled.” Ovens.leaves.a ray. of. hope,:in which he seems to 
- haba, that..enongh of these. factors will be.faverably influenced to 
avoid any serious price declines... We can.see.no reason to expect a 
favorable outturn and we should therefare conduct ourselves” accordingly. 


"The comers price is acutes. Any. company..now initiating a cut 
in posted. prices . 80. at the. risk of incurring.the. displeasure of its 
host governments A few. years ago quantity discounts were allowed for 
in striking. the profits to be shared but.this.is no longer the case. 
Discounts are still.made and have. become. more widespread, but the full 
cost of these discounts..now falls on the. ofl company's share of the 
profits. This means. that. the.oil companies can cut.their realized prices | 
and still. maintain.a workable relationship with their host governments - — 
but only if they are prepared to ensure. that the revenue per ton of oil 
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collected by the host government does not suffer." / 


"The major oil companies, then, will have to.act individually within 
the limits of the anti-trust laws; they. will have to. convince their host 
govermments, individually, that production control.is in the country's 
interest. They will also. have to ‘cut in! at least some of the growing 
independent. production.to their own markets in order to prevent it under- 
mining. the price structure. This is a pretty tall.order. But it is not 
impossible." /We believe it is a large. task.and that it is impossible. 
Further, even if it. is possible it cammot.arrest the impending price cuts. 
Perhaps it is worth a try but it is not worth risking deterioration in 
our relations with SAG in the hope that it will work. 


"Performance of the. major oil companies. in. controlling output and 
prices will. have an impact on their relationships. with their host govern- 
ments ina wider sense. In. five. years.that.relationship will lie somewhere 
between two.extremes.- a continuation. of.equal.profit sharing and nationali- 
zation.or. expropriation: of.alloil.company. property. My own feeling is 


more. extreme. nationalist. govermments. that may come. to.power in the Middle 
East could. be. persuaded. of the advantages. of extended copartnership with 
the oil companies." : 


“But this means.a rise in costs. And it seems likely that costs 
under this heading will rise. more.in.the.Middle Fast than in Venesuela. 
It seems. likely. that. the rg in Metal production costs, including 
payments..to..host. governments,..that Middle. East. producers have over those 
in Venemela, willbe. less. in five years.time than it is nowe" 


"Profit. margina.on.crude-oil. production.will.fall during the next 
five years, both.in. Venezuela. and the Middle Fest. .eewill be aggravated 


the success. of the major.oil companies.in. persuading their host govern- 
ments. of. the need. to. restrict output, at least in the sense of postponing 
prong esheeypen My guess is that 
the major .oil be. ables..by pi | some of their plans 
for devclopaant, tx pana 0. sharp. fall.in.crude oll prices from present 
levels. Tt is even possible, if demand. begins to pick up in the United 
States, there may be no. further decline .at.all,." I believe it would take 
an extreme optimist or a fool to support this conclusion. 


"Feoebe prices. posted. by the. major. producers,..applicable to sales to 
all destinations,.are. intended. to be oo preg pape This could 





a 
destination.and another, according. to.the severity of competition in | 
particular markets. ‘There are many. other. factors to be considered. But 


is it 
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is. it not perhaps time to question whether the accepted principle 


of the single posted fedebe price, applicable to shipments to all destina- 
tions, is the most appropriate. for a period during which competition 
between. oil producers.is likely to be as.intense.as it has been at any 
time. for the last. twenty-five years?" This suggestion cannot be taken 
seriously as the publication of a variety of posted prices differing by 
destination would. only. cause a buyer, regardless.of location, to demand 
that he get the benefit of the best posted price. 


Al we cannot agree with Qvens' optimistic conclusions--despite . 
his s arguments. to the contrary--he has made a contribution by his 
thorough exposition of. the many. facets surrounding the price problem as well 
as the historical. background bearing on ite 


My basic. reason for disagreeing. with Ovens is. that the price problem 
is not as closely tied to the U.S. structure or the.acts of the newcomers 
as he suggests but.it has been a progressive development over the past ten 
yearse It is more related to. the increasing. of crude oil in the world, 
especially. in areas like Venezuela.and the. +.where, unlike the U.S, - 
there. is an. incentive for the producers. to bid for new. business. First it 
was. the French company whose 29% interest in Iraq gave it a surplus of crude 
supply, and it became. notorious as.a price cutter,. even offering crude 
delivered to Houston,. Texas. at a price. below West. Texas crude. More recently 
it has been BP. who. now has.the reputation for being.willing to "split the 
profits" on. Kuwait.crude.for long-term. contracts... Nor will the small amount 
of unaffiliated or uncaptured markets affect.this condition, because all of 
it will. eventually obtain.the benefit of the best.cut price available. We 
are definitely facing. a period of complete. readjustment of petroleum prices 
throughont. the. world and.I do. net. see. how. the U.S can.be completely unaffected 
by it despite the protective quotes and artificial controls over domestic 
production. With this readjustment. will, of course,.come a readjustment of 
profits and everything that would be affected by a reduction in our profits. 


JOS. H. ELLENDER 
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SUBJECT: Petroleum: Saudi Arabia, Statistical Data 


ee 
The enclosed tables of statistical data concerning the month of June, 1958 E : 
have been provided by the Arabian American Oil Company. 


Carsten D. Muller 


ll American Vice Consul 
icles res. 


1. Statistical Data 
2. Crude Oil Report 
3. Refinery Report 
h. Petroleum Movement Report 


FOR THS CONSUL GENERAL: 


Department please pouch to: 
Amembassy, TEHRAN 
Amconsulate, BASRA 
Amconsulate, KUWAIT ; 
Amconsulate, KHORRAMSHAHR eV . 
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} STATTSTIGAL DATA 


JUNE 1958 


i 


saudi Arabia 


Crude Oil Production Durine June 1958 - ):2 Gallon Parrels 








‘Average Gravity Daily Monthly 
Field OAPI Average _Total_ 
Abqaiq Stal 231,381 6,941,423 
Dammam 35. 37,088 232, 62 
Ghayvar _, B06 639,978 19,199,339 
Nabil 35.8 17,729 . 531,866 
jafaniya els3 25,137 754,115 

Total Nae 2 951,313 28,539,385” 


Development iJells Completed Durine Month of June 1958 





Vell Oil Gas Dry Observation - 
Khursaniyah ), = - -- 1 
Jafaniya 32. 1 - - i 


Injection Yells Completed During Honth of June 1953 








'Ain Dar 62 1 - 1 
Exploratory ells Completed During Nonth of June 1958 
Tell Oil Gas Dry Observation 
sions 


Condition of 


(A) 


Jells at “nd of June 1958 


Completed Wells: 


Am 


ConGen, Dha 


Year - To Date 


1958 


375 eho, 23h 
7,130,670 
122,178, 225 
356735135 
7,196,546 


179,127,860 


Total 


(‘Jells "Completed" do not indicate wells listed as "Suspended" 


on Page2) 
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Enel. No. 
Desp. No ; 
From AmConGen, Dhahran 
Limited Official us6 
| Total 
- Abandoned standing Shut-In Observa- Completed 
Field Producing O41 Drilling Oil (c) Oil (d) tion Injection Wells 
Abqaiq Sl 2 3 O 2 11 2 12 80 
Abu Hadriy O @) 2 1 O 3 @) hh 
Dammam 25 (a) 7 (b) 3 1(e) 2 1 0 he 
m1 Alat 0 0 1 0 0 0 0 1 
Rl Jauf O O i. 0 O O O al 
Fadhili O O O mea 0 0 O 1 
Ghawar: 
"Ain Dar h3 0 al 3 2 S| a 53 
‘Shedeum | VW O dl: a 0 1 6) 17 
'Uthmaniyah 30. 0 2 10 3 3 0 h8 
Huiya @) O O Le O 1 O 2 
Haradh O O O 7 ) 1 6) 8 
Farzan (2) 0 0 0 2 fe) 0 ; 0 2 
Khurais O 0 t © 2 0) O O 2 
thursaniyah 0 0 0 2 0 2 0 h 
Mataqala 0 0 1 O 0 fo) 0 1 
Manifa 2) 0 O al a O 0 BE 
Aatif 10 QO. cl O O al 0 12 
Safaniya 18 0 @) 12 0 1 0 31 
Stratigraphic — 0 a. st _0 a _o _0 oak 
mi 3 hk Ul CU 3 RL 


Includes 3 producins gas wells. 

Includes 2 abandoned gas wells. 

Standin’ oil well has oil to surface but no surface facilities. 

Shut-in oil well is not producing. 

Dammam ‘ell }}3 (Gas) is a temporarily suspended workover. 

Yell bore filled with mud. : ‘ 
Farzan has been designated a new area of the Ghawar Field, and 'Ain Dar 
Tells 56 and 58 have been chanved to farzan jells 1 and 2, respectively. 


ee a aaa 
fFrROAATD 
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(RB) ‘ells not Completed: 
Rigging Up 
or Field 





Well Moving In Drilling Total Suspended 
Ghawar: . 
‘Ain Dar 6) i. - - 
‘Ain Dar 63 ~ - 
‘Uthmaniyah 38 - - 1, 
Haradh - - - ZL 
Khurais 3 - 1 1 wv 
Khursaniyah 5 1 - - ~ 
Gatif 13 - - - 1 
Safaniya 30 2 1 1 : 
Total “2 ie: ee) —- 
— = = = = _——— 
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gaeene use AmConGen Dhahran 
pimited orficl 
— . . 
5. Refined Products, i'onth o: June 1958 (42 Gallon Parrels - Thousands) 
Ras Tanura Refinery: . Input-Output 
Processed at Refinery - 1,029 
{ 
Production: Gasoline 29) 
Jet Mel ST? 
Kerosenes 150 
Diesel Oils : bi 
Fuel Oils 1,132 
Others 21 
Unfinished Oils 507 
Losses or Gains S1 
Total 1,029 
By 


Stocks as of June 30, 1958 (2 Gallon Barrels - Thousands) ° 


Rexrinery Products: 


Gasolines 906 
Jet Fuel 337 
Kerosenes 27h 
Diesel Oils “1,102 
Fuel Oils 1,587 
Others (Includin- Unfinished Oils) * 980 
Subtotal R156 
' Purchased Froducts: 

Aviation Gasoline ‘ 87 
Lubrication Oils ¢ treases Wy 
Total 5,257 


Limited Ciiieial uae 
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COUNTRY: 


1. 


UNCLASSIFIED 
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CRUDE OIL Ri:PORT 


Saudi Arabia 


Stocks, #irst of l.onth 


Production by [Principal Fields: 


Nbqaiq 6,941,123 
Dammam 1,112,6)2 
Ghawar «91995339 
Aatif 531,866 


Safaniya 75h,115 


Total Crude Production 


Natural Gasoline, etc., Mixed with Crude 


Other Supply 
v 
TOTAL 


Processed at Refinery . 


- 


Pipeline Deliveries from Country 


Water Shipments of Crude from Country 
Other Shipments 

fuel and Losses 

Stocks, “nd of Month 


TOTAL 


UNCLASSIFIED 


Page 1 _of 
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E AmConGen, Dhahran 





Barrels of 
42 U. 5S. Gallons 


Uy, 519,017 


28 539,385 


Qty. Not Determined 


43,088, 02 
11,028 ,662 
15,826,571 
10,513,605 
45,082 | 
21,638 
12,652, 8hh 


43,088 402 


= 


~ 
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REFINERY REPORT 


Country: Saudi Arabia 


18. 


(Ras Tanura Refinery} 


Barrels of 2 U. 5. Gallons 





Stocks At 
Input-Output End of Month 

Processed at Refinery 4,028,662 6,497 
Natural Gasoline & Other 

light Products _ Qty. Not Determined 
A. Purchased O11 Rerun - 
TOTAL INPUT 44,028,662 
Aviation Gasoline - - 
Other Gasolines 2935677 905,80), 
Jet Fuel 379030 336, 
Kerosenes | 150,429 273,912 
Distillates are 1,194,790 1,102,266 
Residual Fuel Oil 1,431,509 1,557,170 
Lubricating 0il ‘ - - 
Asphalt —s-) 
Miscellaneous ) 21,069 56,802 
Unfinished Oils Produced (Net) 507,491 923,135 
Losses or Gains 50 667 - 
TOTAL 4,028,662 5,162,252 
Daily Average Crude Oil Throughput Capacity ~ 
Of This Plant: , 189,000 Barrels 
Fuel Consumption At Plant Of Oils Reported Above: 
Residual Fuel 011 30,176 Barrels 


Other Oils - Unfinished 





297,093 Barrels 





- él Se 
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PETROLEUM MOVEMENT REPORT 


Country: Saudi Arabia 


, 12. 


Barrels of l2 U. S. Gallons 
8 





Crude Oil ~ 26, 3:7 ,808 
Aviation Gasoline 25 536 - 

Other Gasolines and Naphtha ~ 520,919 
Jet Fuel | zs ; 155,822 
Kerosene | _ ~ 197,507 
Distillate | ~ 1,126,013 (A) 
Residual Fuel 0il | _ "1,6h9,923 (B) 
. Lubricating Oil and Grease 4,608 
Asphalt “s » 
Miscellaneous _- - 

TOTAL | Tyla 2949974992 


(A) Includes 73,869 Barrels Bunker Oil Laden. | 
(B) Includes 729,959 Barrels Bunker, 0il Laden. 
Transporting Compani es: . 


Names of Various Shipping Companies Which Transported the Reported 
Above: 


Not Available 


UNCLASSIFIED 
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Ect: Aramco Wage I T ale 
SUBJECT amco \Jare Increase JB. oo VOU Gp 3 EZ a g m 


| Aramco is effectinz a general wage increase for its Saudi Riyal payroll en- | 
ployees. The raises will take effect on July 26, 1958 for daily rate (bi-weekly 
payroll) employees and on Aucust 1, 1958 for monthly payroll employees. 


‘ No general announcement has been'made concernins this action which affects all 
employees except Americans. Instead, the employees involved are to be individually 
notified of their new individual wage rate as rapidly as possible by their_respective @ 
supervisors. : 


8 


The reason for this reticence is that the company does not wish to establish a 
precedent of granting increases for either increased productivity or to cover a rise 
in the consumer price index. Such precedent could lead to a situation where even 
greater productivity or a still higher cost of living index would indicate further 
raises but the Company miczht not wish to grant the indicated raise at that time. 
This disinclination misht be for its own reasons or because SAG had requested Aramco 
to hold the wage line either as an inflation hedge or because SAG considered Aramco's 8 
wage structure deviated too far from other compensation scales in the Kingdom. Also@ 
it is to be expected that Aramco would not fail to give consideration to the impact ¢ 
upon the employees of other oil companies in the Persian Gulf of any increases gi 
granted in Saudi Arabia‘, 


es/eeszty 


The actual reason for granting the increase at this time appears to have been = | 
a feeling on the part of Aramco management that the current inflation of prices (or MW 
deflation of the value of the Saudi Riyal as some consider it), is wrking great (an 
difficulties on the lower classification grades of employees. Management is very ~° | 
concerned about the fact that there have been no formal channels of contact between. 
the company and the mass of its employees since the abolution of the so-called 
"communication committees" in 1956. By SAG edict there are no union spokesmen for 


the workers and it is no exaggeration te, say that the individual men are so 
_ i SO Vent 
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Such consideration would not necessarily defer a pattern of raises. Last year IPC 
is believed to have made representations; to Aramco concerning increases grantgd by 
Aramco but Aramco replied to the effect that while’its take home wage scale Was 


‘hircher, its compensation package was not much greater when certain facilities) - 
sions, sick benefits and other items paid for by IPC were considered, © 
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ntimidated by fear of governmental repression that. they scarcely dare to present | 

en their own case for higher wages to their immediate supervisor. Under the cir- 

cumstances nianagement feels an obligation towards benevolence and generosity. It 

is realized that the employees would not present demands unless a stage of despera- 
tion were reached. An argument azainst a raise at this time was the fact that there 
had been a raise about one year ago. ‘The company did not wish to see develop a 
pattern of yearly increases. The raises are therefore modest. 


As a separate action Aramco has announced that it will shortly go onto a 
forty-two hour week for non-shift employees (shift employees are already, in effect, 
on a )2 and 1/) hour week). The new Schedule of "regular" hours will be 7:30 until 


‘noon and 1:30 until 5:00 Saturday through Wednesday. Every other Thursday the hours 


will be 7:30 until 12 noon with alternate Thursdays and every Friday free. 


There has, so far, been little comment from the emploYées about the wage in- 
crease althouch an anthropologist who happens to be working on collecting certain 
information from the Aramco employees in Abqaiq, stated he gained the impression 
that the raise and the shortening of the alternate work weeks had together generated 
a mildly favorable reaction toward the company. Other sources say that there has 
been some adverse comment from SAG officials and workers on the small size of the 
increase. It is suggested that most of the employees are satisfied but not vocal, 
only the less satisfied express themselves. 

Enclosed are tables showing the increases and the present wages for the various 
grades of employees. The Job Progress Steps (JPS) are classifications analogous to 
the grades and are used for several purposes. One of the main uses is to determine 
the salary rates for employees who have the potential/ raining up to a certain grade 
and permits an increase in wages commensurate with the employees developing skills 
without jumping him through the grade. This serves to keep the grade classifications 
more homogenous. ° 


The tables are arranged so that they can be placed side by side for comparison. 
The tables serve merely to combine the more important facts presented in the Aramco 
instructions, three copies of which are enclosed, 


At this time the Saudi Riyal is approximately 5.30 to $1.00 
FOR THE CONSUL GENERAL: 
Dept. please pouch: 


Amembassy, JIDDA 


Carsten D. Muller 
American Vice Consul 


Enclostires : 
1. Schedule of Wages and Salaries (Part 1) 
2. Schedule of Wages and Salaries (Part 2) 
3. <Aramco's Implementation Instructions on sJage Increase (3 copies) 
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SCHEDULE OF WAGES AND SALARIES (Part 1) 












Monthly Rated Jobs 


Monthly Rated Jobs 
(Saudi Riyals) 


(Italian Lira) 





2 Midpoint 






Fixed Rate 
Fixed Rate 










Fixéd Rate 
SR SR° 
11.75 13.00 







15.00 17.25 


119.50 22.50 













31.00 35.75 
37.25 2.75 


166,000 





198, 250 
235,000 
274,750 
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SCHEDULE OF WAGES AND SALARIES (Part 2) | 
| DUB EINEE Ol WAGES AND SALARTES (Part 2) 






Job Progress 










2. Increase 1958. Step Schedule of Wage 
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1 classified in Grades 1, 2, 3, 
2 2 and 5 ‘who are living in Company fs] 
| #3 3 4 Sponsored housing and have re-~ 2 
—) 3 h ae leased Company bachelor housing. J 
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t July 2h, 1958 


_ IMPLEMENTATION INSTRUCTIONS 
. WAGE INCREASE FOR ALL 


COME LOENTIAL SAUDI RIYAL PAYROLL EMPLOYEES 


ALL GENERAL OFFICE DIVISION HEADS 
ALL DISTRICT DIVISION HEADS 


In accordanee with Mr, R.-A. Eeds' letter of July 23, 1958 regard- 


ing the subject wage increase, new wage and salary rates and revised wage 
and salary schedules are to be implemented as follows: 


A. GENERAL INSTRUCTIONS 


l. 


3 


he 


Rs 


Effective Date: 


a, Intermediate and General (Bi-weekly payroll) - July 26, 1958 
be " " " (Monthly payroll) - August 1, 1958 
ce. Senior Staff (other than American) - August 1, 1958 


Wage and Salary Actions Processed and Approved Effective August 1, 
1958 (or July 26, 1928): Le 


This adjustment will be computed on the basis of the respective 

wages and salaries in effect on August 1, 1958 for all Senior Staff 
(other than American) employees and I&G employees on the Monthly 
Payroll, and July 26, 1958 for I& employees on the Bi-weekly Payroll. 





-—<—— 


Wage and Salary Actions Approved or in Process to Become Effective 


After August 1, 1958 (or July 26, 1958): _ 


- Such wage and salary actions should be superseded by new AA-1180 


forms basing the proposed increase on the employee's new wage or 
salary and the applicable schedule, - (See Exhibits I, If, III and 
IV, attached). 


Employees Added to Payroll on or Subsequent to Effective Date of 
this Adjustment: = ' 


Wage and salary rates for such employees will be based on the 
applicable wage schedule (Exhibits I through IV). 








a 


Application to Unplaced Personnel: 


In applying this adjustment to employees in unplaced status, the 
adjustment to be applied is the amount stipulated that is most 
comparable to the Grade (or Job Progress Step where applicable ) 
placement nearest equivalent to the employee's current rate of pay. 


Implementation Instructions 


ALL GENERAL OFFICE DIVISION HEADS . Wage Increase for All 
ALL DISTRICT DIVISION HEADS a Saudi Riyal Payroll Employees ~ 
6. Terminated Employees: 


Te 


10. 


lle 


12. 


13. 


An employee must have been on the Company's Saudi Riyal Payroll 
on the effective date of this increase to qualify for this adjust- 
mente , , 


Effect on Merit Increases: This adjustment shall have no effect 
upon elig or merit increase consideration. ~ 


Effect on Room or Services Allowances: 


This adjustment shall have no effect upon Room or Services Allow- 
ances paid to eligible employees. 


“Effect on E loyee's Thrift Plan: Deductions and Company contribu- 
tions will Be based on the employee's new wage or salary rate. 
Effect: on Semi-Annual Continuous Service Award: 


This adjustment shall have no effect upon the amount of the Semi- 
Annual Continuous Service Award paid to eligible employees. 


Casual Employees: The new hourly rate for casual employees is 
aatetitaed by dividing the monthly minimum rate of the appropriate 
grade range (Exhibits I and notigh is hours rounded to the nearest 


even quarter Riyal; if the quoti@f is an even 1/8, 3/8, 5/8, or 
7/8 Riyal, it is rounded upward. 


Implementation of Individual Wage Adjustments: 


a. The respective District and General Office Accounting Depart- 
ments shall automatically increase all Saudi Riyal employees' 
basic wage and salary rates’ as provided herein. 


b. Verification of the new rates will be made in the usual manner. 


ce. The current wage and salary rates of some employees exceed the 
existing maxima of the applicable ranges, or fixed rates, for 
their jobs. The wage and salary rates’ (but not grade place- 
ments) of these employees have been protected for various periods 
of time. These overpayments have been occasioned by various 
factors such as the implementation of the Job Progress Step 
program, past wage and salary adjustments, re-organization, 
changes in job functions, etc. The adjustments granted under 
the authority of this letter will also apply to all employees 
presently classified as overpayments, 


Special Situations: 


a. Students attending school outside of Saudi Arabia who are 
receiving 75% of base rate are to be granted wage increases 


Implementation Instructions 


ALL GENERAL OFFICE DIVISION HEADS Wage Increase for All 
ALL DISTRICT DIVISION HEADS -3- Saudi Riyal Payroll Employees 


1h. 
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b. 


Ce 
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as follows: The employee's base (100%) rate is to be increased 
in accordance with the provisions outlined herein. His new 
(75%) rate is then to be established at 75% of the new adjusted 
base (100%) rate, rounded to the nearest SR 5.00. 


The new rate for summer special temporary Saudi Secondary 
student emoloyees shall be determined by dividing the minimum 
montiiy rate of the appropriate grace range by 193 hours 
rounded +o the nearest quarter Riyal, if the qudétient is an 
even 1/8, 38, 5/8, or 7/8 Riyal, it is rounded upward (see 
W. A. Weber's “Letter of May 1, 1958), 


Wage rates for part time teachers’on the Saudi Riyal Payroll 
will be determined in accordance with parugraph of Field 
Instruction No. 1800.003 issued January 15, 1958. 


Salary rates for Saudi college students employed during the 
sumney shall be. increased by the same amount of increase 
granted to monthly rated employees in Grade 6, 


Employees in Training Status (CRP) 


Salaries of employees are to be administered after the applica- 
tion of this adjustment in accordance with the criteria estab- 
lished in Field Igstruction No, 143.001 <ni on the following 
monthly schedule: 


Merit 6 months from ZOP dec SR ls 

Promotion 15 months from ZCP ii. ~ SR 5 (Grade 11A) 
Merit 2 months from ZOP d: - fT nS | 
Promotion 36 months from ZOP dz.’ 2 “i 15 (Grade 11) 
Merit . 48 months from ZOP de e ot eS 

Promotion -60 months from ZOP date “Rh ee (Grade 12) 


New professional and technical employees (‘i ainees) hired after 
July 31, 1958 will follow Field Instructiciu 213.001 as presently 
established as this adjustment has no effeu’ upon any of the 
provisions contained therein, except the schedule which has 

been revised as shown above, 


Notification to Employees: 


Each employee is to be advised individually of the applicable 
amount. anc the effective date of this increase as Soon as possible 
after receipt of this notice, 


Implementation Instructions 


ALL GENERAL OFFICE DIVISION HEADS ~ . Wage Increase for All 


ALL DISTRICT DIVISION HEADS -h- Saudi Riyal Payroll Employees 


B. WAGE AND SALARY INCREASE - SAUDI RIYAL PAYROLL EMPLOYEES 


1. The adjustment is to be applied to each employee on the Saudi 
Riyal. payroll on the basis of his job classification and grade 
placement in effect on the applicable effective date, without 
regard to minimum, maximum and JPS rates shown on the attached 
wage schedules (Exhibits I, II and III). 


2. The wage and salary rates of all employees in whole. jobs on the 
' Saudi Riyal payroll are to be increased by the appropriate daily 
or monthly amounts indicated below: 


Grades Daily . Monthly 
Hiring Rate (90 days) SR .50 SR - 
1-3 50 = 
°75 | 25. 
5 1,00 30. 
6 1.00 30. 
7 1.25 356 
8 1450 5» 
9 = oe 
10 - 50. 
11B - 60. 
11A - 65. 
11 = 70. 
12 - 80. 
13 Te 90. 
14 = 95. 
15 - 105. 
16 ‘ _ 130. 


3. The wage rates of all Intermediate and General employees in Job 
Progress Steps are to be increased as follows: . 


os 


Job Progress Steps - Daily 


JPS 1 SR .50 JPS 8 SR 1.00 
2 250 9 1.00 
3 -50 10 1.00 
h 50. 11 1.00 
5 250 12 2-28 
6 5 * 43 1.25 
7 aT ly 1.50 


Implementation Instructions 


Abo Gi. neaAL dvsICE DIVISION HEADS Wage Increase for All 
ALL DISTRICT DIVISION HEADS -5- Saudi Riyal Payroll Employees 


Job Progress Steps - Monthly 


‘SR Lira SR Lira 

JPS 6 25. - JPS 12 3. 6000 

7 25.6 + 13 35 6000 

8 30. - "ik US» 8000 

9 3. © CO 15 L56 8000 

10 30. 5500 16 “Se 8000 
11 30. 5500 a7 iS. 8000 jae 


h. Wage and Salary Schedules and Effective Dates: 


Attached are the revised "Wage Schedules and Allowances for Personnel 
Recruited from Mediterranean, European and Persian Gulf Countries" 
(Exhibits I, II and III attached). 


Individual wage actions involving employees on the Bi-weekly and 
Monthly Saudi Riyal Payrolls, and submitted subsequent to the re- 
spective effective dates of this adjustment, shalt be based on ‘the 
applicable revised wage schedule. 


Any questions regarding this memorandum should be:referred to the 
District Wages and Salaries Division serving you, 


W. A. Weber, Director 
Industrial Relations Departmeat 


Attachments 


EXHIBIT I 
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SCHEDULE OF WAGES AND ALLOWANCES 
PERSONNEL RECRUITED FROM MEDITERRAINEAN 
EUROPEAN AND PERSIAN GULF COUNTRIES 


Effective august 1, 1958 for all Intermediate 
and General Employees on the Monthly Payroll. 


Intermediate Employees 


Saudi Riyal Monthly Payroll Italian Lire Monthly Payroll 

(based on.175 Lire to 1 SR) 

Monthly Rated Jobs Daily#: or Monthly Rated Jobs 
GRADE “— 

Minimum Midpoint Maximum Minimum Midpoint Maximum 
1315 1570.00 1825 10 230,000 274,750 319,500 
1140 132.50 15h5 9 199,500 235,000 270,500 
965 . 1132.50 1300 8 169,000 198,250 227,500 
805 947.50 1090 | 7 142,000 166,000 191,000 
670 785.00 900 6 117,500 137,500 157,500 

#* Daily rated jobs have been 
expressed in mopthly amounts. 
General Employees 
510 59750 685 5 ~ - - 
395 460,00 1 in ~ ~ - 
° Room Allowances 
Intermediate 
SR 35 Employees classified in Grades 6, 7, 8, 9 and 10 who are 


living in an Intermediate Camp or outside Company facilities 
will receive this monthly allowance, 


General 


SR 25 Employees classified in Grades 1 through 5 who are living 
in Company sponsored family housing and:-have released 
. Company bachelor housing space will receive this allowance, 


G.O. Industrial Relations Department 
. Wages & Salaries Division 
Issued: July 2h, 1958 
Supersedes Issue dated 9/1/57 


5 EXHIBIT If 
SCHEDULE OF WAGES AND ALLOWANCES 


PERSONNEL RECRUITED FROM MEDITERRANEAN 
EUROPEAN, AND PERSIAN GULF COUNTRIES 


Effective July 26, 1958 for all Intermediate 
and General Employees on the Bi-weekly Payroll 


Daily Rated Jobs 
Intermediate Employees 


Grade Minimum Midpoint Maximum 
10 “ . a ‘ 
9 “ - - 
6 31.75 37225 42.75 
/ 26.50 31.00 35675 


22,00 . 25.75 29.50 


General Employees 


5 16675 19,50 22.50 
nm 13.00 | 15.00 17.25 : 
3 10.50 11.75 13.00 
2 9.25 Fixed Rate 
1 8,00 Fixed Rate 
Hiring i 7250 Fixed Rate 
(90 days 
Room Allowances 
Intermediate 
SR 35 Employees classified in Grades 6, 7, 8, 9 and 10 ¢ 
who are living in an Intermediate Camp or outside 
Company facilities will receive this monthly allowance. 
General. 
SR 25 Employees classified in Grades 1,72,°3, h, and 5 


who are living in Company sponsored housing and 
have released Company bachelor housing space will 
receive this allowance, 


G.O. Industrial Relations Department 
Wages & Salaries Division 
Issued: July 2h, 1958 

Supersedes Issue dated Aug. 2h, 1957 


EXHIBIT III 


SCHEDULE OF WAGES AND ALLOWANCES 
PERSONNEL RECRUITED FROM MEDITERRANEAN 
EUROPEAN AND PERSIAN GULF COUNTRIES 


Effective August 1, 1958 for all Intermediate 
and General Employees on the Monthly Payroll 
and July 26, 1958 for all Intermediate and 
General Employees on the Bi-weekly Payroll 


JOB PROGRESS STEP SCHEDULE 


Saudi Riyal Payroll Italian Lire Payroll 
Job Progress ‘ Daily * or Monthly 
Step Daily Monthly Rated Jobs 
ee ~ SR 1215 213,000 
16 - 11h0 199,500 
15 - | 1055 185,000 
1h SR 31.75 965 169,000 
13 29,00 880 15h. 5000 
12 4 26.50 805 11 000 
11 24,00. 730 . 128 ,000 
10 22,00 670 117,500 
a 19.25 585 |. - 
8 16.75 510 “ 
4 Lhe7S 450 int 
5 Lis 75 << = 
4 10.50 i eas 
2 10.00 - - 
z 9.25 ~ = 
1 8.75 ~ 


* Daily rated jobs have been expressed in monthly amounts. 


G. O. Industrial Relations Department 
Wages & Salaries Division 
Issued: July 2h, 1958 

Supersedes Issue dated Aug. 2h, 1957 


Grade 


17 
16 
15 
14 
13 
12 
i, 


11A 


LLB * 


EXHIBIT IV 


SENIOR STAFF SALARY SCHEDULE 
OTHER THAN AMERICAN 


Effective August 1, 1958 


Minimum Midpoint 3/4 Point Maoci mam 
SR 2020 ‘ —— Up 
1780 SR 2092.50 SR 2248.75 SR 2.05.00 
1595 1872.50 2011.25 2150.00 
125 1675.00 1800.00 — 1925.00 a 
1270 ——- 1492.50 1603.75 1715.00 
1130 ; 1327.50 1426.25 1525.00 
1000 1175.00 1262.50 ‘1350.00 
910 1070.00 1150400 1230.00 , 
820 965.00. 1037.50 1110.00 
\ 


\ 


G. O. Industrial Relations Department 
Wages & Salaries Division 
Issued: July 2h, 1958 

Supersedes Issue dated Sept. 1, 1957 
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lir, Milton Lipp, Vice bresident of the Bahrain Petroleum Company, in a conver | 
sation with Mr. Slee of the New York office, said that he was going to recommend 
that British executives replace Americans in the top positions. He gave as his 
reason the fact that Americans demand hicher salaries than their Pritish counter- 
parts and this difference in cost is not justified. 


SUBJECT: TAPCO Indicates Desire to setts All a en Executives 


-8/£SS2°*vg9geg 


RAPCO is now almost completely Pritish in the middle and lower executive 
POLE ORS 


A Pelgian subject employed by BAPCO in a middle pemniionen'’: position that gives 
him fairly frequent access to Mr. Lipp, voluntarily remarked to a Consulate General 
Officer that he, the Belgian, expected to be transferred to another CALTEX opera- 
tion as soon as the company effectuates its policy of employing United Kingdom sub- 
jects as the only "western" foreigners in RAPCO. In context, the Belgian seemed to 
expect about one or two years as the time during which-the necessary changes would 


be made e 


SSH ssl} 


FOR THE CONSUL GZNTRAL: 





Ralp K. Lewis 
American Consul 
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DESP. NO. aD 





FROM : American Consulate General, DHAHRAN 








THE DEPARTMENT 9 WASHINGTON. 





STATE, 
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SUBJECT: Conversation with Official of Aramco Mee 3 Mr- 3 


i? . 7 


Enclosed is a copy of a nemorancun of conversation held on August 9, 
1958 between T. C. BARGER, Vice President, Arabian American Oil Company, . 
and the Consul General. "9 : 


ie conversation veals no beet in the position 3 held by the 











Anarioan Consul Geflerel 


A 


Memorandum of Conversation 


ce: AmEmbassy, JIDDA 


Department please pass to AmEmbassy, CAIRO 
AmConGen 
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Fr 
Memorandum of Conversation . 


August 9, 1958 


Participants: T. C. BARGER, Vice President, Arabian American Oil Company 
Walter K. SCHWINN, Consul General 
Subject: Aramco and Prospect of Saudi=-UAR Close Association 


I called on Mr. BARGER at my request. 


In connecfion with the report that, as the result of the visit to 
Taif of His Excellency Field Marshal Abdel Hakim Amir, Saudi Arabia 
would move into a close association with the United Arab Republic, 
Mr, BARGER expressed the opinion that the report might well be true. 
He repeated his belief that a variety of ways were open by means of 
which the Arab nations could be brought closer together. He pointed 
out that, now that the division of the Arab states was being closed by 
events in Iraq, the Arab League might take on new life as a means by 
which nations reluctant to yield sovereignty, as Syria had done, . 
could act together under a leadership dominated by Nasser. 


In answer to a question concerning the problems of Aramco in a 
Saudi Arabia under the influence of Nasser, Mr. BARGER, who lately 
visited Venezuela, suggested that the oil companies in the Middle East 
may be approaching the position of the oil companies in South America 
- all politicians inveigb: against them but no party coming to power, 
however revolutionary, wants to kill the goose that lays the golden 
eggse He cited the attitude of the new regime in Iraq toward the Iraq 
Petroleum Company as evidence. - 


' He said that he did not expect that Aramco would be free of problems 
in a situation in which Saudi Arabia was héavily influenced by Nasser. 
He would expect numerous relatively small harrassments, - better treat- 
ment of employees, more Saudis in the upper grades, demands for public 
improvements, attempts to get a voice in management, - but he would not 
anticipate a major attack on the Company or the concessionary agreement. 
He indicated that Aramco is prepared to face a new situation without 
too much worry. 


He ventured the opinion that the authorities at the Airfield would 
face similar but no wrse problems. 
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suBJEcT: Aramed Exploration Activities 


The Arabian American Oil Company has provided the following brief comments | 
concerning their exploration activities in the quarter ended June 30,1958. Field 


activities by the Exploration sie rien are currently suspended because of the 
summer _— 


The Consulate General intends to forward such information regularly in the 


future. End users are reminded that. this type information has considerable com- 
mercial value and it should not be divulged in a manner that might harm iedsc. 


FOR THE CONSUL GENERAL: 


Carsten D. Muller 
Ame rican Vice Consul 


“Exploration Activities - Quarter Ended June 30, 1958. 


S&H ssi} -8/£9cG2 °vogg 








= 


CIMuller:ds 





REPORTER 





CONFIDENTIAL 
(Classification) Desp. No.__58 
Fro: 
loration Activities - Quarter Ended June 30, 1958 | 





Geophy sical Field Parties 


eae is eo ae completed operations for the season in the Eastern 
© reconnaissance lines, one of which was not finished, 
did not show the presence of any particularly favorable structural 
feature in the area covered. 


eee warty 3 completed work on the south end of the Qatar-Sanam 
the south central Rub' al Khali. Field interpretation of data 
obtained during the quarter verifies the existence of a large, high 
relief structure in this area. 


Seismo h continued a semi-detailed survey in the Dibdiba 

the end of the season in late May. A closure at 
the ‘north end of the Es Safa trend was the only favorable structural 
feature found during the quarter. 


Seisnogreph Party 5 continued a reconnaissance reflection survey in 

e sow stern Rub' al Khali until mid-May. No areas of structural 
interest were indicated by the generally poor quality data. An ex- 
perimental refraction program was started when VLF equipment arrived 
from the United States.. Preliminary analyses of. the results obtained = 
to the end of the quarter indicate that a refraction program would be 
successful in the area. 


Ceara metic Party. 1 indefinitely suspended operations in the latter 
p gravity anomolies of possible future interest were 
vein in the sand mountain area of the eastern Rub' al Khali during the 
quarter. 

Structure erations - Quarter Ended June 30, 1958 


Structure — P. 1 contimued drilling reconnaissance profile holes 
e sow ern )' al Khali. 


Structure bain Panty 2 contimed drilling reconnaissance profile holes in 
io area oO e far southwestern Rub! al Khali. 


pymuetute Drili ney : completed a series of reconnaissance profiles for 

Q e northern concession area, The party moved to 
the EL Haba anomaly to check structural growth in Eocene sediments with 
negative results. 


Structure Drill ps _moved to the southwestern Rub' al Khali equipped 
to strat: c holes. 
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suBJect: ARAMCO Tax and Royalty Finis - Second Quarter 1958 PCG - LUPE 
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| Following. is a tabulation of gross tax and royalty payments made by athe = 1m | 
Arabian American 0i1 Company (ARAMCO) to the Government of Saudi Arabia fgom oO 
through June, 1958. These figures have been made available by Aramco tothe Cx O) 
sulate General on a confidential basis. > 
e 
TABLE - ARABIAN AMERICAN OIL COMPANY GROSS TAX AND ROYALTY PAYMENTS TO NN 
THE. SAUDI ARABTAN GOVERNMENT, APRIL THROUGH JUNE, 1958. Oo 
] Ol 
Month ROYALTY COMPANY INCOME TAX TOTAL GROSS AMOUNT W | 
a, ON 1957 INCOME ~ 
April, 1958 _ $ 7,131,196 $ 16,8h6,5h2 $ 24,453,038) i 
May, 1958. ee Bien We We 22,778,038 vis 
June, 1958 6,543,98 4 16,314,68 22,858, 676 bo 
1) Includes special payment. of $175,000 in eccnpdince With tetdnle 7 oO. 


of the De r 30, 1950 Agreement between SAG and Aramco. It ‘also 
reflects . a deduction under the Egyptian-Saudi Agreement of February 
1958 © Jidda Despatch 171 a Feb. 27, 1958) in the amount of 
$328,833 for eil shipped to Egypt. 


2) Reflects deduction under Egyptian-Saudi Arabian ‘Agreement de February 
1958 in the amount of $327, 253 for oil shipped to Egypt. 


_ Debaijed figures, including a statement giving the distribution of — 
by currencies » are forwarded as enclosures to this despatch. 


mbattted in this series tend to give 
able to the Kingdom of Saudi Arabia 






It may be noted that the ai 


through the operations of the rican Oil BS sabe Ginnie te de- 
ductions for the repaymen 7 Of course these sumg.have been q 
made available to the doversment, freal lew York bankers on a contim "roll-over" © 


basis. 9 4 or pe 4 


w 






The April and May statements show deductions for oil shipments to | 
. statement for July 1958 will show a deduction of $605,469 and that ror 
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| similar amount. These payments should liquidate the charges due Aramco for the 
current series of oil shipments to Egypt. Any subsequent payments would reflect 
new agreements between the Government of Egypt and the Saudi Arabian Government. 


FOR THE CONSUL GENERAL: 
C Carsten D. Muller 
° American Vice Consul 
ce: sy, JIDDA . 
Enclo (3 copies to Dept) 4 
de Sipnary of Payments April 1958 


2. Summary of Payments May 1958 
3. Summary of Payments June 1958 


if 


Lethe 


Ps ae 


ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
APRIL 1958 


Net Crude Runs from Field iain ed During Month, 
of March 1958 (Tons) 


Gross Amounts Paid: 
Royalty - Crude 
Company Income Tax on 1957 Income 
Article 7 of December 30, 1950 Agreement 


Total Gross Amounts Paid 


Deductions from Royalty: 
Repayment of .Saudi Government Railroad 


- Construction Costs 
Deductions from Com Income Tax: 
“Assignment, out of 1957 Income Tax $12,000,000 
Oil Shipments to Egypt 328 ,833 
Total Deductions 


NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB 
GOVERNMENT FROM THE ARABIAN AMERICAN O1L 
COMP. 


Distribution of Net Funds by Currencies 


U. S. Dollars 
Pounds Sterling 
French Francs 


Excludes payments of Customs, Duties, Licenses, Permits, 
Visas, Personal Income Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar 
equivalents per agreements. 


Dhahran, Saudi Arabia _ 
May 10, 1958 


le? 


4,475,616 


$ 7,431,496 
16,846 , 542 
175,000 


12,328,833 
$12,828,833 


$11,624,205 


$ 2,727,353 
8,640, 489 
256,36 3 


$11,624,205 
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ARABIAN ANSRICAN OIL COMPANY 
kia eiaal TO THE SAUDI ARAB GOVERNMENT 


MAY haa 


Net Crude Runs from Field Siewtes sei Month 


of April 1958 (Tons) 


Gross Amounts. Paid: 
~ Royalty — crude 
Company Income Tax on 1957 Income 


Total Gross Amounts Paid 


Deductions. from RoyeteL 
Repayment of Saudi Government Railroad 


Construction Costs 


‘Deductions from Company Income Tax: 
Assignment out of 1957+ Income Tax 


Oil Shipments to igypt 


Total Deductions 


Ng? FUNDS RECHIVED DIRECTIY BY SAUDI ARAB 


GOVERNMENT FROM THE ARABIAN AMERTCAN OIL 
COMPANY 


Distribution of Net Funds by Currencies 


U. S. Dollars 
Pounds Sterling 
French Francs 


$13,000,000 
327 253 


Excludes payments of Customs, Duties, Licenses, Permits, 
Visas ’ Personal Income Taxes, and similar items, 


Aeon are stated herein in U, S. Dollars or U. S. Dollar 


equivalent 6 peragreements.. 


Dhahran, Saudi Arabia 


35 556,212 


$1,214,520 


755795902 _ 
256,36 


8,950.78 





_ ARABIAN AMERICAN OIL COMPAME — 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 

















JUNE 1958 
Net Crude Runs from Field Storage During | Month 3,920,336 
of May 1958 (rons) 
A oy A - Urt 1 - $6,543,989 
Company Income Tax on 1957 Income 16,314,687 
Total Gross. Amounts Paid ) "$22,858,676 
$ 500,000 
. $13,500,000: 
RECTLY BY. SAUDI ARAB . 
ARABIAN AMERICAN OIL 
Log $ 99358,676 
on of Net 8 
U. S. Dollars 
Pounds Sterling 
French Francs ° 





Excludes” payment s of Customs, Duties, Licenses, Permits, 
Visas, Personal Income Taxes, ani similar items, 


9 are stated herein in U, S. Dollars or U. Ss. Dollar 
a re agreenents, 
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FROM. : American Consulate General, DHAHRA ate 


TO : THE DEPARTMENT OF STATE, WASHINGTON. 
5 DATE 


Peumnjoy @q 3shw qudWIe Gg “YL 


SUBJECT: Transmission of SAG Demands on Syme. for Addi tdonal Tie fA 
i On August 16, 1958 two letters from the Director Gen§ral, Cee ~ 


Mineral Affairs, were submitted in Arabic to the Aramco Company Representative, 
Jidda. The first of these letters, signed by 'Abd Allah al-Hamd al-Tariki, Director 


General, formally requests that Aramco pay additional income taxes for 1956-1957 to 

the ‘amount of $7,963,466.00.° The Company is also asked to pay other additional 

taxes for 1956-57 computed on a basis of actual marketing. expenses rather than_upon 

marketing allowances. at the rate of 2 per cent of the gross value of sales. The . 
is given thirty days to comply with these requests in order to avoid a 


Company 
25 per cent fine. 


The second letter, also signed by Tariki, requests that Aramco recompute its 
statements for 1956-57 as to refinery operations and gross sales to BAPCO with no 
allowance for stabilizing costs. ' 


Tae: original letters\were@\drafted in English by Mr, Francis X. Pryor, Accountant 
Petmin, Samir Shamma, Legal Adviser-Petmin, ard a man named Hendricks. Aramco was 
able to obtain a photocopy of these English versions. The attached letters are 
translations done in the Arabian Research Division, Dhahran, using the official 


Arabic letters and Petmin's original English draft. 


COMMENT: Aramco officials in Dhahran feel that these demands have been deliberately 
drawn up and submitted to the Company while the Executive Committee is present in 
Saudi Arabia. However, the Company will find it most difficult to negotiate a settle- 
ment at this time because Shamma left at once for a six-week vacation in Syria and 
Pryor has gone to Kuwait. Tarikh and Hendricks are anyon with other work. + 


i Officials in the field have expressed thenselves, privately, as happy that the Ww 
letters were submitted while the Executive Committee group was on the spot. ” 


FOR ‘THE CONSUL GENERAL: 


Lett No. 367 25, 16 Aug, 1958 
Letter No. 361/024 28, 16 le. .1958 


| ce: Amembassy, JIDDA Dept. please pouch to: Amconsulate, \KUI 
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. Kingdom of Saudi Arabia 


Ministry of Finance = 
and National Economy 





Directorate General of 
Petroleum and Mineral Affairs 


No. 367 21/25 30 Muharram 1378 
’ (6 August 1928) 

Representative 

Arabian American 0i1 Company 


Dear Sir: . 


Aramco is hereby formally requested to pay immediately additional income 
taxes for the years 1956 and 1957, in the amount of $7,963,66.00, representing 
50% of the allowances granted ‘by the Company, and called incentive discounts, in 
the amount of $15 926,932.00. 


Aramco is also formally requested to pay immediately additional taxes for 
the years 1956 and 1957 resulting from the elimination of marketing allowances 
at the rate of 2% of the gross value of sales and the substitution therefor of 
allowances computed on the basis of actual marketing expenses incurred by the 
Company. These actual expenses will be considered allowable in accordance with 
independent audit findings and will be computed with respect to Company sales on 
the basis of the formula which was used in determining the allowable discounts 
for marketing expenses for the period 6 Octaber 1953 through 31 December 1955. 


, The Government again protests against the practice followed by the Company 
of ignoring decisions of the Government when preparing income tax statements. For 
instance, the items of discounts and marketing allowances are an obvious illus- 
tration of the Company's disregard of the policy decided on by the Government of 
not allowing any items which are based on estimated percentages nor allowing dis- 
counts off the posted price on crude oil sales. We therefére see no justification 
for the Company to withhold ney an approximate amount of $12,000,000.00 
in 7 on these items. 


The Government is reluctant to apply a 25% fine on the additional taxes 
which may be found due: from the Company upon review of its statements when it is 
found that such differences are not indicative of a deliberate disregard of the 
provisions of the tax law or formal decisions based thereon. In this instance, 
however, the Government feels that it is possible that the Company may have been 
deliberate in not complying with the formal decisions of the Government requir- 
ing disallowance of -discounts, particularly as to the year 1957. We Mereby 
formally notify the Company that the Government reserves its right to impose a 
fine on the additional taxes demanded, if payment is *not made oy ‘the Company 
within thirty days. , 


“The Government regrets to state that it is not receiving the normally ex- | 
cooperation of the Company in the prompt payment of amounts of income 
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| tax due, which results in the withholding by the Company of income taxes in Large 
amounts. It is essential that the Company discontime its practice of arbit 
disregarding Government decisions which have been rendered after long and serious 
study of the Company's contentions and it is considered unreasonable for the 
Company to assume that the Government should wait indefinitely to receive taxes 
which should have been paid promptly on the basis of such decisions. 


The Government again assures the Company of its sincere desire to assist 
earnestly the Company in every way possible and rightly expects that the Company 
will reciprocate by showing greater readiness to settle its tax obligations 
promptly. In the absence of such cooperation by the Company, the Government 
will have no alternative but to resort to the use of its inherent powers as set. 
forth in either the Concession Agreement or in the income tax laws or both. 


a5 ae 


With kind regards. — 


Director General 
(Sgd.) ‘Abd Allah al-Hamd al-Tariki 
"ABD ALLAH AL-HAMUD AL-TARIKI 
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| : Kingdom of Saudi Arabia 


Ministry of Finance 

and National Economy ~~ % 
Directorate General of 

Petroleum and Mineral Affairs 


No. 368/21 /21/25 “4 30 Muharram 1378 
; 6 August 1958) 
Representative 

Arabian American 0il Company 


Dear Sir: 


Today, by separate notice contained in letter. No. 367/21/21/25, the 
Government has formally requested the Company to pay immediately additional taxes 
for the years 1956 and 1957 due by reason of 1 calceeaneall of discounts and market- 
ing allowances. 


In addition thereto, the Government hereby requests that Aramco recompute 
its statements for the years 1956 and 1957 as to: 


1) Refinery operations 
2) Gross sales to Bahrain Petrolewi ‘Company 


~ As to Resiew. Operations 


Aramco is aware of the Government's decisions which require that the pro- 
visions of the income tax law be considered fully satisfied only when Aramco sub- 
mits a statement of gross income less the ordinary and necessary expenses related 
to such gross income and that Aramco's refinery operations are not exempt from 
the application of these provisions. . Aramco has further been formally notified 
that the Government considers that the method of taking a fixed fee as basis for 
accounting is not permissible in reporting the net financial results of the 
refinery operations. 


Therefore, the Company is formally ee to submit, as an adjustment 
to the original income tax statements, the results of refinery operations for 
the years 1956 and 1957 based on posted prices at Ras Tanura or, if such posted 
prices are not available, based on methods approved by the Government for the 
determination of refinery gross income for the period 6 October 1953 through 

31 December 1955. 





As to the ss sales to Bahrain Petroleum 


The Government has studied at length the various accounting and engineer- 
ing aspects of Aramco's method of pricing sales of crude oil delivered rong the 
A-B pipeline and the Government formally requests that the Company submit, 
a an adjustment to original income tax statements, a statement of the results of 
| 
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sales to Bahrain Petroleum Company computed on the basis of posted prices at 
Ras Tanura without permitting an allowance for stabilizing costs. It is the 
opinion of the Government that, as long as posted price differentials are deter- 
mined by difference in gravity and quality of the substance, the cost of 
stabilizing oil is to be considered a factor of sales cost applicable only to 
sales at Ras Tanura and not related to sales to Bahrain Petroleum Company, 
summary, the position of the Goverment is as follows: 


years. 


1. The posted prices per barrel of crude oil would not change 
if shipping of unstabilized oil were feasible. 


2. The costs of stabilizing are therefore considered to be 
connected only with necessary Li aan ees for tanker ship- 


ment. 


3. It is not an established fact that Aramco "saves" any costs 
on shipments to Bahrain by not stabilizing. 


= 


In 


. As long as posted prices are determined witout any relation 
to Aramco costs, it is illogical to adjust a posted price by 
application of any Aramco cost factor. 


It is requested that these statements be submitted in sufficient breakdown 
and detail to show the various cost classifications so as to facilitate review 
by the Government for the purpose of determining the taxable gross income and 
specifying the allowable related expenses for income tax purposes. 


The Government is very interested in putting an end to discussion of the 
1956 and 1957 income statements with regard to these particular points and will 
greatly appreciate prompt submission of the requested adjustments for these 


With kind regards. 


URE 


(Sed. ) 


yy 


Director General 
‘Abd Allah al-Hamud al-Tariki 
‘ABD ALLAH AL©HAMUD AL-TARIKI 
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FROM: American Consulate General, DHAHRAN ——!2.. 


THE DEPARTMENT OF STATE, WASHINGTON. 







= 

-, For the past two months ARAMCO has been in the process’ of torking gut a oe > 
organization of those departments dealing with SAG on various levels. ‘On Angust 17 

it was announced that, effective September 1, 1958, Concession Affairs ha thé’Local 
Government .Relations Department would be merged into one group, to be ‘designated 
"Government Relations Organization", headed by Vice President Robert I. Brougham. 


on the same day the Lines appointments are to become effective: 


' 1) Mr. W. L., Owen, formerly Associate General Counsel, is appointed General 
Manager - Government Relations reporting to Mr. Brougham. 


le-8/egce 


2) Mr. R. M. Henry is appointed Assistant General Manager - Government ser atonf 
reporting to Mr. W. L. Owen... 


3) Mr. W. Burleigh is appointed The i iy Representative - Dammam. . Mr. 
Burleigh is in the United States at the present time and until further notice his 
position will be filled in an acting capacity by Mr. G. E. Mandis. Mr. Burleigh 
will report to the General Manager ‘- Government Relations and to the Assistant General 
Manager - Government Relations. 

4) Mr. Clark Cypher is appointed The Company Representative - Jiddah. Mr. 
Cypher will report to the General Manager - Government Relations and to the Assistant 
General Manager - Government Relations. Mr. M. D. Carter is appointed The Deputy 
Company Representative - Jiddah, reporting to Mr. Cypher. Pending Mr. Carter's 
return to Saudi oer. his position will be filled in an acting capacity by 

Mr. H. McDonald. 


5) Mr. H. C. Mueller is appointed The Company Representative - Riyadh, Mr. 
Mueller will report to the Pe - Government Relations and to the Assistant 
General Manager - Government ‘ #8 


6) Mr. K. R. Webster is appointed Manager - Local Government Relatio nga Depart 
ment. Mr. Webster will report te.the. General Manager - Government mae ten 
the Assistant General Manager ‘- Government Relations. . 





Mr. G. S. Rentz, Adviser on Arab Affairs, will be attached to tia - , 
of the General Manager, j | 
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Concurrent with these appointments, the foTisine position titles are dis- 
continued: Manager - Concession Affairs, Director of Local Government Relations, 
Assistant Director of Local Government Relations, Senior Representative - Eastern 
Province, Concession Affairs Representative - Jiddah, Concession Affairs Representa- 
tive - Riyadh, Senior Representative - Jiddah and Senior Representative - Riyadh. 


COMMENT: This reorganization, which was planned to take effect shortly after the 
departure of Gary Owen from the field, places the rather large Local Government 
Relations Department, a small Concession Affairs group and the large Finance 
Division all under Vice President Robert I. Brougham. It is expected that the 
General Managers of the newly constituted Government Relations Organization and the 
_ Finance Division will carry much of the workload of their respective groups and 
Mr. Brougham will devote his energies to general supervision and to his special in- 
terest, finance. “ 


The old Local Government Relations Department with its appended Arabian Research 
Division formerly worked under the direction of the Vice President of Industrial 
Relations. The present reorganization performs a good service in neal all the 
units dealing with SAG, at various levels, into one organization, 


Kenneth R. Webster, Manager LGR, plans to reorganise his department on his re- 
turn from short leave = late September. A tentative chart of his i ala is 
attached. 


FOR THE OONSUL GENERAL: 





7 


Encl r : 


i. Gitiment Relations Organization Chart ' 
2. Tentative Chart - Local Government Relatioris Section 


ces Amembassy , JIDDA 
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Amcongen, DHAHRAN 
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Vice President 


Government, Relations Organization 
Robert 1. Brougham 


General Manager 
Government Relations Organization 
William L. Owen 


‘Assistant General Manager 
Robert M. Henry 


ey, eee 


William Burleigh 


sentative 


Clark Cypher 


resentative 


M. De Carter 








H. C. Mueller 





Local Government Relations De artment | 
Kenneth R. Webster 


Staff Grow 
Adviser on Arab Affairs 
George S. Rentz 

Special Services 
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Staff Assistant 
Ronald I. Metz 
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FROM : American Consulate General, DHAHRAN 


TO f THE DEPARTMENT OF STATE, WASHINGTON. 


REF  :Resume of ActivitjeS, 1957,, Bahrain Petroleum Company, Ltd., New York, June 19865 
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suBJECT: Increase in Oil Production at Bapco 


z In a conversation with the Consul General on August 13,°1958, ae 
Mr. Milton Lipp, Vice President, Bahrain Petroleum Company, said that 
- on September.1, 1958, Bapco would increase its production to 5,000 
barrels per day. Mr. Lipp indicated that the increase is being under- 
taken primarily in order to increase the revenues accruing to the Ruler, 
who has several times recently pointed out to Mr. Lipp and his associates 
the constantly” rising cost of administering his government. 


According to Mr. Lipp, the Ruler has. also pressed Bapco to under- 
take off-shore drilling in the areas reserved to it, saying that if 
Bapco did not do so, he should like to assign the areas to a company 
that would develop them. 


Mr. Lipp believes that the Ruler will be satisfied for a time with 
the increase in production from existing wells. As the Consul General 
recalls, the increase will net the Ruler in the’ neighborhood of 
$1,000,000 annually. However, in a situation in which prices go up 
while the global demand for oil remains stationary, the probability is 
that Bapco, Like other oil companies in the Persian Gulf, will be under 
increasing pressure to produce more revenues for governments uneasily 
aware of the need to provide more public services for populations michtly 


excited by the Voice of the Arabs. e 


ter K. £2 
~ American Consul General 
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Copy to: AmEmbassy, JIDDA 


Department please pouch to Kuwait, Basra and Khorramshah 
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FROM : American Consulate General, DHAHRAN_ 


a STATE, WASHINGTON. - August 28, 1958 — 


DATE 






TO : THE DEPARTME 
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suBJECT: Plans of Chairman of Board of Sramco 













« 


7 Fred a DAVIES, Chairman of the Board of the Arabian American Oil 
Company, confidentially told the Consul General on August 27, 1958, that 
-his retirement from the Company would not take place until: about April 17, 
1959, when he will be sixty-five years old.* Several months ago the 
expectation was that Mr. DAVIES would retire from the Company in October, 
1958. The plan now is that Mr. DAVIES will return to New York early in 
October for the meeting of the Board of Directors on October 15. He 
will remain in New York until about March, when he and Mrs. DAVIES will 
return to Dhahran for a few weeks. 


ose 


8982 -8/egce *y 


The desire of the Executive Committee of Aramco, which has just 
completed a week-long session in Dhahran, to retain the services of 
Mr. DAVIES is probably based primarily on the wish to make use as long 
as possible of the experience and the wisdom accumulated in twenty-odd 
years of work with Aramco in the field. During this time he has served 
as Vice President, President, Vice President again and Chairman. Al- 
though he appears now to discharge no routine duties, his availability 
for advice and ranma is much appreciated by others in the top manage- 
ment of Aramco. 


At the same time, his continuing in the role of ee of the 
Board may be helpful to Aramco in arranging the succession to the 
Presidency of the Company on his retirement. The-assumption is generally 
held that when Mr. DAVIES ceases to be Chairman of the Board, his place 
will be filled by Mr. Norman HARDY, now the President. The successor. 
to Mr. HARDY as President is not so clearly indicated. One possibility 
is Mr. T. C. BARGER, Vice President and Assistant to the President. 


pid 
ha ‘ 


#* Mr. DAVIES has already served four and a half years beyond ihe mandatory 
retirement age of sixty. He now draws both his pension and x Sith 
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Another is Mr. Robert I. BROUGHAM, Vice President for Financial and 
Governmental Relations, on whom, although a newcomer to the field, 

many responsibilities have been placed (ConGen Despatch No. 79, August 
21, 1958). A third is Mr. Leslie SNYDER, Vice President for Operations, 
whose name is mentioned frequently by middle-level management personnel. 


Mr. DAVIES said that affiliation with a parent company now counts 
for little, if anything, in the selection of top-ranking officers. Not 
since 19:7, he said, has it counted for much. He pointed out that both 
he and Mr. HARDY came into Aramco from Standard Oil of California, that 
Mr. BROUGHAM came from Standard Oil of New Jersey, that Mr. SNYDER 
came from Standard Oil of California, while Mr. Barger has the distinc- 
tion of having worked only for Aramco and never for a parent company. 
Since the retirement of Mr. Robert KEYES in December, 1957, the Texas 
Company has not been represented at the highest level of management. 


At the conclusion of the conversation, Mr. DAVIES asked that in- 
formation concerning his plans be confined to the narrowest possible 
circle. 


American Consul General 


Copy to AmEmbassy, JIDDA 
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a 
Memorandum of Conversation, William E, Morrow, former assistant SI 
in Yersomel Division, ARAMCO, Saudi Arabia, and Howard 5. Carpentay 

a 


Near East Specialist, Department of Labor 






SUBJECT : 


, af 
To: g§iohgen.- DHAHRAN Be 
For: Mr. C. D. Muller aH 

Occasional Labor Reporter ; & fa 


Mr. Morrow met briefly with Mr. Carpenter in Geneva on the 
occasion of the International Labor Organization Conference, at whiea 

time he was just returning from acting as an ILO consultant in ; 
Yugoslavia, He appeared at the Department of Labor in Washington o 

August 4; 1958, in connection with his request for an overseas job |. 

with the U.S. Government. He was employed from February 1956 through 
February 1957 by ARAMCO. as personnel consultant in Dhahran, Mr. Carpent@> 
took advantage of the occasion by asking him his opinion about person- 
nel policies of ARAMCO. in respect to its non-American employees. 


Mr. Morrow stated that there are three main groups of. employees 
in ARAMCO in Saudi Arabia: 1) The Americans, who cover the mamegerial, 
professional, and highly-skilled foreman jobs; 2) the skilled and semi- 
skilled workmen, who are largely Pakistanis, Indians, Italians, . 
Palestine refugees, and a mixture of non-Saudi arabs; and 3) the 
Saudi Arabian laborers. 










Mr.. Morrow felt that the Saudi laborers, who in numbers outweigh | 
both the American and the non-Saudi contingents, feel that ARAMCO is 
not playing fair with them. He said that they admitted that. ARAMCO 
wages were good, and certainly far better than wages paid by Saudi 
|employers. Their chief complaint, Mr. Morrow said, was that ARAMCO 
had. promised that they would be trained for semi-skilled and skilled 
jobs within ARAMCO and thus gradually replace thasPakistanis, Indians 
and Italians and the non-Saudi arabs. Mr. Morrow stated that from 
his acquaintance with this No, 2 group, who admittedly "never had it~ 
‘so good", that they had no intention of training Saudi laborers upward, 
and thus endanger their own jobs; in effect, they have quietly sabotaged 
ARAMCO policy and local ARAMCO officials were doing nothing about it. 
said that the Saudi laborers felt confirmed in their belief that 
Americans were not only exploiting the oil of Saudi-Arabia but 
o its people, and were using other nationals to help them do thi 
conclusion, Mr. Morrow said that in his opinion the U. S Governms 
ould urge ARAMCO to enforce its own U.S, headquarters personnel f 
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= SENT DEPARTMENT 310 REPEATED INFORMATION DHAHRAN 137 | 
“4 Aramco Jidda informs Geneva tribunal issued arbitral award 
INR August 13 ruling. agreement. concluded between SAG and A.S. 

H Onassis, granting latter. shipping rights Saudi oil in conflict 
FUR with Aramco concession agreement and not effective against 
P Aramco. All contentions made by Aramco in arbitration upheld. 
[oom 
Pec Aramco intends acknowledge award only upon inquiry press. 0. 
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SUBJECT: Ar@mce Work Week Reduced d V2 | V7 


On September 3, 1958 the Arabian American Oil Company announced a 
reduction of its work week under which the work week has been reduced 
to an average of 12 hours. In explaining the new schedules, the Chair- 
man, Fred A. Davies, stated that the increased efficiency had made 
possible the reduction in the work week. As the Department is aware, 
the current low demand in the world market for petroleum has served to 


inhibit Aramco from making increases in preduction. 


The following is iad text of the statement wuraiua in *®Sun and 
Flare" for September 3 . 


"Tomorrow and Friday, Sept. and 5, will be the first tw- 
day week end for Aramco employees in Saudi Arabia under the new 
2-heur work week schedule. 


"The new schedule provides that employees will work ny 
mornings only on alternate week ends. 


"The normaal general schedule will be one five-day, forty-hour 
week, followed by a five-and-one-half day, l-hour week, making an 
average weekly schedule ef 2 hours. On working Thursdays, employees 
will report at 7:30 a.m..as usual, but they will be off duty at 
11:30 am. instead of noen. 


"In announcing. the new schedule, Aramce Board Chairman Fred A, 
Davies stated that increased efficiency in operations had made - 
possible the reduction in the work week. -" 


i Cc} 
"Tour schedules will not be changed. The normal tour scheduie HE 


provides an average 2-hour work week over a fourmweek period. B 


“Areas such as Khurais and the Northern joann and Expleratiog®, 


field parties, now having 22 working days follewed by six days off P 
under the new schedule will have 21 working days followed by s 


days off." : LE , 
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FROM : American Consulate General, DHAHRAN......_-_19Q...  - L 


DESP. NO. 3 
TO : THE DEPARTMENT OF STATE, WASHINGTON. Sep ime 5 1358 2G 
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For Dept. ‘ 
Use Only PRECD |F 





SUBJECT: Aramco Contracts For Rental Vehicles | 





The follewing item appeared in "Sun and Flare" for Septembe er 344 
1958: 
e 


"Contracts for rental of European-made vehicles have been scones 
with local agencies, the Transportation department has announced, Among 
these new vehicles are 115 of low horsepower. 


"The emphasis on lighter vehicles in Aramco's vehicle purchasing 
and rental program is a natural result of the expansion of the improved 
road system. 


"The majority of Aramco's light Dodge trucks are now assembled in 
Antwerp, and payment can be made ai Belgian francs. 


"The current rental fleets Anelude 30 Fiat model 1100 sedans, 
Borgward sedans and pickups, 25 Goliath sedans, and 25 model 219 
Mercedes-Benz sedans. Abqaiq requirements will be met with Fiats, and 
the balance of this type will be used in Thahran. 


896-6/eSS Zz’ vOes 


"The Mercedes-Benz rental sedans will replace the Fords now in the 
Administration vehicle pool. These will be used for Campany business 
during normal working hours and available to the public on a —— 


basis after working hours and during week ends. 


"The Aramco-owned fleet includes 71 German-made Goliath three- ure 
theeled, commercial vehicles which operate in Abgaiq and Ras Tanura, 
and 221 British-made Land Revers which operate in all districts. A w 
fleet of 10 German-made Mercedes-Benz sedans may be purchased in 1959, o 
provided a test model equipped with 9.00x13 sand tires demonstrates its 
suitability fer severe off-road service. 


: "In addition, three heavy-duty, British-made Atkinson Omega off-road 
tractors, equipped with Cummins and Rolls Royce diesel: engines and other 
components purchased with European currencies are undergoing a series 
of field tests te determine their acceptability as replacements for the 


> 
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Kenworth fleet. These tractors were manufactured to Aramco's specificationg; 
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suBJECT: Progress of Aramco-Saudi Housing Program Aku y yh Davy ms 


WI 
‘5 The following item appeared in "Sun and Flare" for September 3, 
1958: . 


"Last year the Demmam Tract was an uninhabited subdivision, con- 
taining several blocks of row housing awaiting occupancy. Today, more 
than 100 Saudi Arab Aramco employees and their families are living on the 
Demmam Tract in new homes built or purchased through the financial assis- 
tence of the Home Loan Plan. 


“More families are moving into the tract's 230 completed homes as 
fast as they can furnish and decorate theme Another 100 homes now are 
under construction. 


"In 1951 His late Majesty, King ‘Abd al-'Agiz ibn ‘Abd al-Ratman al- 
Faisal al-Sa'ud set aside about 230 acres of land outside the then built- 
up limits ef.Dammam proper te be used as a general towsite for homes 
for Aramco Saudi Arab employees. Aramco gave the development a start by 
constructing 203 basic homes in the center of the tract, the last three 
of which were sold in June. Occupants of these houses obtained financial 
assistance under the Home Loan Plan to make improvements on their property 
according te their ow tastes. 


"With these 203 original houses as a mcleus, the Dammam Tract has 
grown inte a fully integrated community, with broad, asphalted streets, 
and all such urban amenities as public power, water lines, sewerage and 
refuse collection service. One achool is operating and two more are alge 
programmed by Saudi Arab Government fer construction next year. Plans 
call for a mosque and a recreation area. A suq will be built by private" ; 
enterprise. il 


"Of the 550 improved lots on the Demmam Tract now ready fer house ‘3 
construction under Aramce's Heme Owership pregram, all but 80 have been© 
spoken fer by present or future residents of the development. - By the 
end of this year the tract is expécted te be 10 per cent eccupied, 
accerding te Frank E, Patterson, Superintendent, Home Owership division, 

hh Dhahran District. George Tweedy is Acting Field Representative for the 
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Demmam area. Sedo 
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From AmConGen, DHA Ra 


"As the Dammam Tract takes final form, it is becoming an integral 
part of the growing city of Demmam itself. One big reason for the tract's 
ready acceptance is its convenient location at the crossreads of the major 
regienal highways leading te Dhahrm, al-Khobar, Abqaiq, Hofuf and other 
important Eastern Province centers. The development's accessibility has 


attracted employees to the site from Ras Tanura and Abqaiq, as well as 
from the nearer Dhahran district." 
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SUBJECT: Petroleuas Saudi Arabia | 72 EA LAW AP. ori 


= BAS RAH 4 
| K 1 Whirl 
Enclosed herewith are tables of statistical data concerning the the 4/4 # ci Dg, 
operations of the Arabian American 0il Company for July, 1958. , / 
enclosed is a report on exploration activities for the quarter ion 
June 30, 1958. 


. Further discussion with officials of Aramco reveals some uncertainty 
as to what classification they desire to be assigned te their reports 
of this character. Pending further inquiry, the tables of statistical 
data will be classified "Limited Official Use"; the report on oe 


tion activities will be os ge “Confidential”. ‘4 
Gera 27553 i : 36 25 ra, RA SE 
The tables enclosed with Consulate General Despatches lh, July 2, 1958 
and 45, August 7, 1958, should be classified accordingly. _ 


\Welter Ke Schwizin 
American Consul General 
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Enclosures Jt 


1. Statistical Data 

2. Crude Oil Report 

3. Refinery Report 

h. Petroleum Movement Report 
5. Exploration Activities 


Department please pouch to: 


AmConsulate, » KHORRAMSHAHR 
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From AmConGen, DHAHRAN 


STATISTICAL DATA 


JULY 1958 
COUNTRY: Saudi Arabia 
1. Crude Oil Production During July 1958 - h2 Gallon Barrels 
Average Gravity Daily Monthly Year ~ To Date 
Field - OAPI Average Total 1958 
Abqaiq 3767 243,170 7,538,254 46, 787,538 
Dammam 35-5 36,651 1,136,191 8, 266, 861 
Ghawar 3he7 705,635 21,87h,685 144,052,910 
Qatif 34.8 23, 98h, 743,508 4,416,643 
Safaniya 2704 36,70 1,138,929 8,335,475 
Total 3501 1,046,180 32,431, 567 211,859,427 
2. Development Wells Completed During Month Of July 1958 
Well ‘O41 Gas Dry Observation Total 
Safaniya 30 A ~ ~ - 1 
Safaniya 33 ad - - 1 
a 
2A. Injection Wells Completed During Month Of July 1958 
Well Gas Water Total 
‘Ain Dar 63 1 ~ 1 


3. Exploratory Wells Completed Dur Month Of J 1958 
Well Oil Gas Dry Observation Total 
None 


4. Condition Of Wells At End Of July 1958 


(A) Completed Wells: 
(Wells ee do not indicate wells listed as "Suspended" on 
page 2 
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Abandoned Standing Shut-In Observa- 
Field Producing Oil Drilling Oil (c) 041 (d) _ tion _ 


Abgai h9 2 0 2 13 
Abu Hadriya 0 0 2 uf ie) 
Dammam 28 (a) 7 (b) 3 l(e) 2 
El Alat O 0 1 0 0 
El Jauf 0 0 1 0 0 
Fadhili 0 0 0 1 (f) @) 
Chawar: 
tain Dar 43 fe) 7 3 2 
Shedgum 14 0 1 1 0 
‘Uthmaniyah 3 0 2 10 3 
Hulya Re) 0 0 1 ) 
Haradh o Oo 0 7 0 
Fasran (g) Oo. 0 te) 2 0 
} 1¢) 0 0 3 0 
Khursaniyah i@) 0 0 2 0 
Ma*aqala 0 fe) 1 0 0 
Manifa 0 0 0 : 0 
Qatif 10 . 0 1 e) 0 
Safaniya 18 0 0 14 0 
Stratigraphic _0 0 21 a: a 
206200 «(lk hg 20 


(a) Includes 3 producing gas wells. 
(b) Includes 2 abandoned gas wells. 


tion 
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Inje ection 


Total 
_ Wells 
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(c) Standing oil well has oil to surface but no surface facilities. 


(d) Shut-in oil well is not producing. 


(e) Dammam well 3 (gas) is a temporarily suspended workover. 


(f) Well bore filled with mud. 


(g) Fagran has been designated a new area of the Ghawar Field, and ‘Ain 
Dar Wells 56 and 58 have been changed to Fazran Wells 1 and 2, 


respectively. 
(B) Wells Not Completed: 


mHMtetierrett 
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5. Refined Products, Month Of July 1958 (2 Gallon Barrels - Thousands) 
Ras Tanura Refinery: 


Processed at 


-" Preduction: 


6. Stocks as of J 


Refinery Products: 


\ 


Refinery 


Gasoline . 

Jet Fuel 
Kerosenes 
Diesel Oils. 
Fuel Oils 
Others 
Unfinished Oils 
Losses or Gains 


Total 
31, 1958 (2 Gallon Barrels - Thousands 


Gasolines 

Jet Fuel. 

Kerosenes 

Diesel Oils 

Fuel Oils 

Others (Including Unfinished Oils) 


Subtotal 


Purchased Products: 


Aviation Gasoline 
Lubrication Oils & Greases 


Total 
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Input-Output 


COUNTRY : 


le 


26 


ee SBE ONLY e | 
(Classification) 
CRUDE OIL REPORT 
Saudi Arabia 


Stocks, First of Month 


Production by Principal Fields: 


Dammam 1,136,191 
Ghawar 21,874,685 
Qatif 743,508 
Safaniya 1,136,929 


Total Crude Preduction 

Natural Gasoline, etc., Mixed with Crude 
Other Supply | 
TOTAL 

Processed at Refinery 

Pipeline Deliveries from Country 

Water Shipments of Crude from Country 
Other Shipments 

Fuel and Losses 

Stocks, End of Month 


TOTAL 


a 








Barrels of 


2 U. S. Gallons 


12,652, 8h 


32,431,567 


Qty. Not Determined 


16,219,898 


9,612,709 
81,339 
31,778 

14,041,892 


45,08), 1:11 
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REFINERY REPORT 


COUNTRY: Saudi Arabia 


Barrels of 42 U. S. Gallons 


Stocks at 
Input-Output End of Month 
le Processed at Refinery 5,066, 79. 6,497 
2. Natural Gasoline & Other 
Light Products | Qty. Not Determined 

3. A. Purchased Oil Rerun. cee. ee 

4. TOTAL INPUT 5,066,795 

5e Aviation Gasoline = - 

6. Other Gaselines 650,805 916,853 
7. Jet Fuel. 346,990 193,765 | 
8, Keresenes 321, Lh2 352,807 
9 Distillates 1,312,272 1,306,655 
10. Residual Fuel 0il 2,033,167 1,578, 7h9 
ll. Lubricating Oil “a : 

12, Asphalt ) 
13. Miscellaneous ) 4,036 67,789 
1). Unfinished Oils Produced (Net) * 311,522 764, 94,8 
15. Lesses or Gains 46,561 “~ 

16. TOTAL 5,066,795 5,188,063 
17. Dedly Average Crude 0il Throughput Capacity 

of this Plant: 189,000 Barrels 
18. Fuel Censumption at Plant of Oils Reported Above: 
Residual Fuel Oil 23,161 Barrels 


Other Oils - Unfinished 372,598 Barrels 








(Classification) 


‘ PETROLEUM MOVEMENT REPORT 


COUNTRY: Saudi Arabia 


Crude Oil 


Aviation Gasoline 


Other Gasolines and Naphtha 


Jet Fuel 

Kerosene 
Distillate 
Residual Fuel 0i1 


Lubricating Oi] and Grease 


Asphalt 


Miscellaneous — 


TOTAL. 


Ort ; 8 


36,992 


43,777 


25,869, 223 
591,668 
489,891 
213,250 

1,028,306 (a) 

2,008,650 (b) 





(a) Includes 69,171 Barrels Bunker 0i1 Laden. 


(b) Includes 830,008 Barrels Bunker Oil Laden. 


Transporting Coanpanies: 


Names of Various Shipping Companies Which Transported the Reported 


Above: 


Not Available 
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EXPLORATION ACTIVITIES ~- Quarter Ended June 30, 1958 


COUNTRY: Saudi Arabia 


Geophysical Field Parties 


Seismograph Party 1 completed operations for the season in 

e Khali. Two reconnaissance lines, one of 
which was not finished, did not show the presence of any 
particularly favorable structural feature in the area covered. 


Seism h Part completed work on the south end of the 
rend the south central Rub! al Khali. Field 

interpretation of data obtained during the quarter verifies 

the existence of a large, high relief structure in this area. 


FoemeareDe party tt contimed a semi-detailed survey in the 
ra until the end of the season in late May. 
A closure at the north end of the Es Safa trend was the only 
favorable structural feature found during the quarter. 


Seismograph Party 5 continued a reconnaissance reflection 
survey Tr the cart fives tart Rub! al Khali until mid-May. No 

' areas of structural interest were indicated by the generally 
poor quality data. An experimental refraction program was 
started when VLF equipment arrived from the United States. 
Preliminary analyses of the results obtained to the end of 
the quarter indicate that a refraction program would be 
successful in the area. 


Gravit tic Party 1 indefinitely suspended operations 

in the nie part ot Hay. Several gravity anemolies of pos- 
sible future interest were found in the sand mountain area of 
the Eastern Rub' ‘al Khali during the quarter. 


Structure rations - Quarter Ended June 30, 1958 
Structure Drill Party 1 continued drilling reconnaissance 
profile holes in the southwestern Rub! al Khali. 


Structure Drill Party 2 continued drilling reconnaissance 
p e 8 e Jilidah area of the far southwestern 
Rub! al Khali. : 


Structure Drill aE l, completed a series of reconnaissance 
profiles for western border of the northern concession area. 


HAHR 


The party moved to the El Haba anomaly to check structural growth 


in Eocene sediments with negative results. 
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Structure Drill Part moved to the southwestern Rub! al Khali 
ipped igraphic holes. 
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FROM : American Consulate General, DHAHRAN sort 


THE DEPARTMENT OEFE/STATE, WASHINGTON. 





SUBJECT: Announcement of Discovery of Oil Near Das Mien pate -/ WA 3 


r— | “heen! Lxarae-/ | 


BEGIN UNCLASSIFIED : Bl HhepakeAed Kuwarf 


In 1953 Shaikh Shakbut bin Sultan bin Zaid, the Ruler of Abu Zabi, 
granted an off-shore concession to Abu Dhabi Marine Areas, Limited. The 
British Petroleum Exploration Company acted as the operating agency and 
Captain Jacques Cousteau, in his vessel "Calypso", made a geological 
survey of the sea bed. When it was decided that there were several 
promising structures within the concession area an order for an American, 
type drilling platform was placed in West Germany. 2. 4m 3 


Das Island, a waterless piece of land about a mile long and a half- 
mile wide with two-thirds of its area only a few feet above water and 
with a series of rocky peaks about 100 feet high on the other third, 
was chosen as a base camp. In May 1956 the advance construction party 
arrived on the. island and after a time had rolled out a reasonably hard 
surfaced “ oot landing strip, quarried suffichent rock to construct 
two 'b arms of 1,893 feet and 835 feet enclosing a harbor 1,200 
long and feet ‘wide with a loading wharf and dobphins, and had built 
a water distillation unit which can produce 1,000 gallons sa fresh water 


an hour from: sea’ water. 


Three camps were established, one for Europeans, one for senior 
Indian and Arab artisans and a third-for Arab laborers. Prefabricated 
bungalows were brought in for the Europeans. The labor camp has-}en 10- 
man huts made by covering wooden frames with barasti matting. Achosgue 
and a kitchen were built. An industrial area which included gen 
stores, cement and chemical stores, workshops, an ice plant, a poyer 
plant, administration building, hospital and helicopter hanger WE, 3S 


constructed. may 


On November 23, 1957 the drilling platform arrived off Das 
It was brought into port to be commissioned. After six weeks | 
the-clock work it was eased out of the harbor on January h, 
was towed by three tugs to the drilling site where the first/we 


spaded in on January 1). 
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The 44,000 ton platform named "AIMA Enterprise" had made a 6,800 
mile journey from Germany in 92 days. It was the first barge of. its 
type to be built in Europe and is 200 feet long and 100 feef wide. It 
is raised out of the water. by hydraulic jacks which lower four retract- 
able legs, each 10 feet in diameter. The legs, 165 feet long, enable 
drilling to be carried out in water up to 80 feet deep. 


Fifty men can be accomodated in air conditioned quarters on the 
platform. There is an electric plant and a distilling plant which can 
produce 800. gallons of fresh water an hour from sea water. At one end 
of the platform is a 10 foot drilling rig and at the other is a ara 
copter landing platform. 


There are about 40 Europeans, including drillers, engineers, cooks 
and stewards on board. They work six day shit'ts on the platform and then 
rest three days on Das Island. The plantform is i ai Mil heli- 

copteYs and several launches and barges, 


' END UNCLASSIFIED 
BEGIN LIMITED OFFICIAL USE 


_ For some months rumors have been circulated among the oil communi- 
ties of the Persian Gulf that Abu Dhabi Marine Areas, Ltd. had made an 
important oil discovery near Das Island in the waters between Qatar and 
the Trucial Coast. In early May Aramco heard, and passed to Congen, 
the rumor that the wildcat Adma F-1 had struck oil. It was said to be 
~a 10,000 BPD well prdducing sweet oil of 36 API gravity. 


On a recent visit to Qatar, Mr. Reed, Resident Manager for Shell 
Qatar, told the reporting officer that the discovery of oil near Das 
was most unexpected, Abu Dhabi Marine Areas, Ltd. were “simply punching 
holes to complete their obligations." AIMA was unprepared when the well 
came in and had to borrow a production barge from Shell. 


END LIMITED OFFICIAL USE 
BEGIN UNCLASSIFIED 


The "Gulf Daily Times", September 8, 1958, carries ane following 
story: 


"Yithin hours of our exclusive story in the special Sunday edition 
of the Gulf Daily Times that an announcement could shortly be expected 
of an oil strike off Das dai Abu Dhabi Marine Areas Limited issued 
following statement: 


“'Ummshaif 1 Well has now been drilléd to a depth of 8,755 feet and 
tests have been completed of the Jurassic Arab zone Limestones from 
which only. gas was produced. Testing’ of the lower cretaceous Shuaiba 
limestone is still in progress but the well has already flowed oil for 


pins limited period at the rate of approximately 2,00 barrels daily. This — 


- LIMITED OFFICIAL USE 


. LIMITED OFFICIAL USE Encl. No 


(Classification) Desp. No.__119— 


oil is of 0 degrees A.P.I. gravity with a sulphur content of 1%. ; 


"tAlthough results of the first well do not give any final proof 
that an oil field has been found which will justify commercial develop- 
ment the indications are sufficiently encouraging for the Company to 
decide to drill further appraisal wells on the same structure.'" 


FOR THE CONSUL G 





Ralpa K. Lewis 
American Consul 
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News Item in "Sun and Flare" en -2 


The ee item appeared in "Sun and Flare" for September 10, 1958: 


"New Drilling Record Set At Ghawar ‘Ain Dar ie. 65" 


"A new drilling record has been ‘established in the 'Ain Dar 
area of the Ghawar field with the completion of Ghawar 'Ain Dar 
Well No. 65. The well’ was completed after 12.1 days of operation 
at a total depth of 6,891 feet after coring the Arab D member. 


"The previous record for a cored well in the ‘Ain Dar area was 
Ghawar 'Ain Dar Well No. 51 which was acme! in 1952 in 6 days 


at a total depth of 7,110 feet. 


"The previous record for a drilled well in this area was 
Ghawar 'Ain Well No. 53 completed in 1956 in 2.3 days at a 
total depth of 7,110 feet. A cored well usually takes four or 
five days ae to complete than a drilled well. 


"This record was established by the men and crew on the 80-2 
Rig under the direction of Harold Fannin, Drilling Foreman, and 
O. R. Cody, Relief Foreman, FR. W. Braase, B. J. Harmon, J. S. Hall 
and J. R. Hughes were Assistant Foreman on the job. W. J. Chapman 
was the Senior Staff Mechanic. ‘ 


wIhis rig is operated with a crew of all Saudi Arab drillers. 
The drillers on the job were Abdullah Jassim sa aus, Sultens< 


Ali Essa and Ibrahim Dhayin." 
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FROM : American Consulate General, DHAHRAN 


)-§ z Pra 
TO : THE DEPARTMENT OF STATE, WASHINGTON. _____September 17, 196: a 
' S Se 





SUBJECT: Possible Shift of O41 Production to Das from Other Gulf Areas DAVY sD 
af - ee ao 


| In a conversation with the Consul General, Mr. T. C. BARGER, Vice 
President and Assistant to the President of the Arabian American Oil 
Company (protect source} speculated whether or not the British Petroleum 
Company, which shares with Ca e Francaise des Petroles owmership ~ 
of Abu Dubai Marine Areas, Limited, might be tempted, in the event that 
commercial production is undertaken of the offshore well. near Das Island, 
to divert some of its production from Kuwait, Iraq or Iran to Das Island. 
Mr. BARGER pointed out that’ Abu Dubai was politically and militarily 
thoroughly under the control of the United Kingdom and therefore that 
investment in production facilities there might be safer than elsewhere. 
A further point occurs to the Consul General, that the British may favor 
the rapid development of Das Island in order that the Trucial States 
may benefit from revenues that the Shaikh of Abu Dubai has agreed to 
‘make available to them in the form of ) per cent of his profits from 
oil exploited in Abu Dubai. 


8G/1-6/esge*yvoR8e 


The Consulate General would be interested to know if recepients of 
this despatch have information concerning the intentions of the British 
Petroleum Company with regard to’ production at Das Island 


\_ hlter K. Sch 


American Consul General 


ce: AmConsulate, KUWAIT 


Department please pass to: AmEmbassy, TEHRAN 
4nEmbassy, BAGHDAD 
AmConsulate, BASRA 
AmConsulate, KHORRAMSHAHR 
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SECRET 
Control : 15388 


| Reo’d: Septe 24, 
FROM: Dhahran 12°10 pom: 


T0: Secretary of State | ay ill 
NO: 154, September 24, 6 p.m. | vel 


SENT JIDDA 98, REPEATED INFORMATION DEPARTMENT 154. 
EMBTEL 163. 


At request Brougham, who said Cypher had telephoned Ambassador 
desired me do so, I conveyed substance reference telegram to 
Brougham, who called in Davies, Hardy and Barger (EMBTEL 170 
did not arrive until after my return). 


Comments of group on reference telegram follow: 


1. ARAMCO had given Zaki Saad estimate 1,200,000 barrels 
monthly for 1958, on which he may have based budget estimates. 


2. Officials of ARAMCO and its parent companies have for 
more than: year pointed out to King and to Tariki inevitable 
tendency parent companies purchase elsewhere oil in excess 
their prorated share based on ownership ARAMCO unless trading 


8S772-6/2SS2e *v9sE 


Ne ae device adopted. Saudis apparently have interpreted 


s threat what was intended as clear statement facts. Rising 
\produstion Kuwait, Iran and aes may have lent ~¢olor their 
mterpretation. . * 


» On at least two occasions in recent months officials ie 

0 indicated to Faisal that if:SAG had proposal for . () 
ettling Onassis arbitratién ARAMCO would welcome it. Having PO 
de several proposals in past that had been rejected, ABAMCO |"; = 
\apparently considered itself under no obligation put them a 
orward again. > a E 


| SECRET 
-2-154, September 24, 6 p.m. from Dhahran 


seek your permission advise Faisal you have informed them of 
conversation. 


Comment: Despite years of experience, ARAMCO still occasionally 
discovers it gas not fully mastered psychological aspects of 
dealing with Saudis. I have clear impression ARAMCO withheld 
making new proposals re Onassis because they believed they 
would win :case:and so teach lessor | which: may prove costly. 


SCHWINN 
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Action Controi: 16014 = 

NEA Rec’d: September 25, 1958 §& 

‘a FROM: Jidda 8:57 a.m. A 

nto 

RMR TO: Secretary of State 001 

SS NO: 377, September 25, 3 p.m. : 

W f . 

G RM /E 

SP Reference: EMBTEL 376. 

c ree) 

L In further comment on SAG-ARAMCO Onassis arbitration, Cypher, 00 

INR ARAMCO's Jidda representative, informed me September 24 that 0) 

H ARAMCO's representative on the Arbitration Board Sadi Habashy, ” 

EUR Egyptian lawyer had reported the following after the Geneva 

PX award, SAG's representative on Arbitration Board, Mahmoud Hassan, 

E also an Egyptian lawyer, told Habashy SAG had ordered him to JI 

DCL/C adopt dilatory tactics to prevent case coming to a decision. Ov 


Habashy alleged told Hassan he had a reputation as a reputable 
ICA/S lawyer and he therefore had refused to follow these instructions © 


to delay. nN) 
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Memorandum of Conversat ion i 








Seow ow 
DATE: Sente-her 24, 79888 

o 
22 
22 
SUBJECT: WA TO Ye ations with Saedt “arabia oe 
ea 
ate g 
2 0 
D 
a = 8 
PARTICIPANTS: or. ‘aves |", Yore, Vice President, “RCO -s 
‘ry, Gerry Oven, Vice President, ADA ora) g 

it. “arns } might, 


Washin-tor hanmonmitetavd 
ay Davia UR N, eweorn, ny 


COPIES TO: 1: (OQ) TRA (Vee) ray fin (Tee) THR (Jee) Wen (lee) T(Inc) 








6/£oGe°vess 


Tyr, Tee enid’ that bic office had 


received from Nhahran an outline of 
Prince Faisalles eomrerts to Ambassador 


Yeath concerning relations with ARACO, 

tr, Dncee said thet ARV 90 did not wish to discuss the prebler formally. vith the 
Nenartment or to seek anv acticn tb the Denartrent, but he did wish for the 
Nenartment to “now that ARLIMCO was aware of Princes Faisal'!s: revar's 


8SGoe 


Mr, Fevcom said he had been anticivatine tiat ARAL 


nat LC here vould be informed 
and that, witle the Nepartment reeorni ced that. the problems ee ey 
hetveen the eormany and the Sandi Arabian Uovernment, the Departnent belic 
it was heIrful to he irforned concerrins the various matters mentioned by th , 
Grown Prince, . 

5 : aA 

Mr, Newscn. reviewed the substance of Jiddats telegrams 363 and 377, and © 
Dhahran's telegram 15:. Mr. Newsom also informed the ARNIGO offirirls of the M4 
substance of the Nenartments 


comnen*s sert te Ambassacor Heath ir Deptel 
LOR ts TMdda. 


My, Owen cormrented thet the cormany haped to have an earty opportunity A 






to sneak to the Crewm Prince on these watters, He said thpt while these 4 
estatéerents coulda not be taken Vightly, they sho.dd be need i a broader context. * 
Faisal was snerkinc in front of Prines Abdul Rahman who has lons been a bitter 
critic of ‘ARAHMCO, Faisal.'s what-@%treme remarks were probably meant “hn vai't i 
t8 please Prince Aoeul. Hahmar, Tipyy® algo vossible, of ecursé, that Faisal 

vient be seekinz to pressure the co 


any fhrouch syer'cine to the United Stat by 
Govermicnite ‘ & 
i 





SuCRET 





f3 


"y, Oven referred to the eloim hy Faisal that APATOO was cutting dowm 

the oreduction of of}. He said that last fall Za'si Saad had heen civen a 
Foire ortimictie fievre for frture of] nroduetian but that the eormmany had 
secled this dowm and had viven Saad a new fieure early ir tie year. Surrént 
oreduetion alse vac runnines hicher than this later forecast, Senteuber would 
nrobably show a vreduction of 1,970,000 berrels as cormsred to the averaze 
monthiv nroduction for 19°7 of 996,000 barrels per dave APA '"O's increase, 
however, is Jess than the innresse in nraduntion in other orers of +he inf 
Tareels hersrse cormonies are able to ceive hetter terns for o11 from other 
et r, Owen sucrested thot nart of the Sandi Arabian financial diffienlty 

ht otco be Ave from the feet that bonuses reccived from the Janenese for 
“he Veutral Zone off shore area were Jess. thar had been honed for, 


Referring to the Qhassis matter lr. Oren said that the Crow Prince was 
wnccubtediv referrin: to disevssions held in the Sorine, At that time Faisal 
had asked for 2a nostnonement and the cenmanv had acreed +e discuss the 
pronnest, The earmany vanted'onty reenenition of ite bocie freedom to envern 
the transport of oi1. Faisal was not able at the tire to rome un with 2 
nronos2l+s ond his Tact ecmment was "et the matter rest." 


Mr, Qwen said that the ecemnanv had done much fer the Sovernmert during 
its recent financial crisis but that little of it was anpreciated, Althouch | 
the conrYany was nrenared to consider a loan to the Covernment, no request for a 
toan vas ever made. “he ecrmenv has Tiherslized the nolicy on the tax assionment. 
Toans made b the New Yor Lan’s, Formerly no loans would be acreed tc until 
the comany had accumvlated sufficient rovalties and taxes to cover operating 
expenses. The cormany is now prepared to wnderwrite tax assicnmert Joans and to 
take the chance that orcduection will eentinue throughout the year, 


He pointed out that the commany was also losing arnroximately th 500, na00 
ner yeer br continuine to use the official rate of exchange for the riyal. 
The cormany had talked with Zaki Saad about enterines the onen market but he hed 
asked them to hold off and thev were continuin« to do so, 


~~ 
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37) M-FYO Memorandum of Conversation KR 6//.% 6a 


WETIVENTT AT : 
DATE: Serteorber 8, 1988 





SUBJECT: Shetich Abdnitch Tart". Mirector Sereral of Petroltanm and 


Minine, Covernment of Sandi Archia 


PARTICIPANTS: ies Wanda dablons'i,.¥ditor, Petroleimn Veet 


74 Sugai T nT 2 
T. ia N, Nesom , 





COPIES TO: mm (Deed eq eed THE (Ven) RT (lee) WaT Clee) TMA (1) Ee 
TIA TRAN Oye : 


“Qcl - 





“ies Jablonski, in the course of a ceneral review of netroleum matters, 
commented on her stay in Jidda during May when she had frecuert oprortunities 
to talle with Sheikh Abdullah Teriki, Saudi. Arabia's Director General of 
Petroleum and Mining Affairs. 


She deserihed Sheikh Ahdvlleh as beine first, ardently nro-Masser with an 
almost passionate reverence “or the mon wha now Tedd the affairs of the TAR, 
She said Taril, had siven her a letter of introd:ction te “oharmad Youmis, 
head of the Suez Canal Commoanv, anc that when she presented it she wes nrommtiy 
received with the createst of, attent jon avd courtesy, Shiekh Abdullah, 
secondly, she said, hes a deen. snenieion and distrust. of the West, 2c 9 con- 

: viction that the Soviet Union is the vrinfinal friend of the Arabs, She 
described 9. violent crowment Setween Sheih AhdntJah al Balkheir, Director Yenera) 
of ‘Information and Broadcasting ard Tarilki over the nature co! the recimre in 
Wast Cermany, Ralkhair who had heer in Fast Sermany. attermted to descrihe 
conditions there; Tariki brushed aside all ‘eseriptions as being vropaganda. Q 
Tariki, accordine to Miss Jablonski, talked frecuently short hie nlons to se?) O 
oi? from new Saudi, Arabian concessions to Red th: nae She said she did not 
believe Tarixi tc be either a doctrinaire or actual Communist, but sco deen war rE 
his’ bitternecs about what he considered the deeds of the West arainst the Arehs 

: and the efforts by ARANSO to "ehest+" the Sand? Arahian Government that he con= 

\ sidered the Soviets prefersble, . 
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y 
« one said that while Tartki wes outsroken in his criticism of the King, 
he was most careful to avoid savine anvtnine ahout Crown Prince Fais2l. She 
said she sonded him on one oeceasion snd he commented thet Faisal had been 2 
Aisarnointment since he hed taken nower, but Tariki then chanped the svbject. 
She snid Tari’ feels deanty shoct the donavnece acreement which ha 


Sisned ard resents hitterly any criticism of it, She savs he “ow hoasts ano + 


an .creemen* he hones to sien with Standard O11 of Tndiana wiich will he on a 
6020 hasis and, more incortant from Tarivi'ls stand oint, 


will nravide for 
an “inteorrated” oneratlon. 


a Qe 
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FROM:Dhahran ea 7 
Info : ‘3 ~ 
— TO: Secretary of State Tle ett itn jp 
> cy > Awe 
NO: 163, Septenber 28, 5 p.m. | . he sa 
ii ~ 
G \ o sar 
SF SENT DEPARTMENT 163, REPEATED INFQRNATION JIDDA 104, se! 
iL. . _” 00 
INR FROM AMBASSADOR HEATH - 4 Oo) - 
mr DEPTEL 408 to Jidda, repeated information 284 Dhahran; Dhahran's = 
E 154 to Department. AY) 
Ol 
a I discussed Prince Faisal's apparent ill-feeling toward ARAMCO as Ol 
result Qnassis arbitration case with Messrs. Dayies, Hardy, ON 
cra. Brougham and Spurlock on September 26. They admitted that Last io 
spring and ae i in June Faisal had asked A 30 agree to defer- | | 
ment of arbitration proceedings Geneva and haf said he believed ND 
best SAG and ANAMCO work out differences privately and infeptna lt yY O 
among selves rather than establish precedent of law suits and’ wy 
protracted legal wrangling as method solving disputes. OO 


ARAMCO replied to Faisal that arbitration was essentially friendly 
effort determine accurately the legal rights of beth sides under 
GAG=ARANCO contract, | believed proceedings should not be 
postponed and that decision would be entirely fair. Me eipelens, 
prior. sy witli decision, bana not hi age weed t end of September, 







ined and dsappetieed but tet angry}, alse that he wil 
ter and contact ARAMCO later. Saudis still not, bapn i 
= further when word came from Geneva ARAMCO had wor: cf eat 

S speculated added irritating factor to Saudi it be -Q 





‘@ecision came at end August, i.e. full month sooffér than 
cted. 


\MCans also said they believed Saudis knew they stood Jittle 
nce of winning arbitration case and rich Ministez. 
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SECRET 
-2- 163, September 28, 5 p.m., from Dhahran 


Mohamed Ali Reza (who financially involved in Onassis deal) was 
pressing Faisal to.ask for postponement of Geneva proceedings. 

I informed them Ali Reza had asserted it was ex-Minister Finance 
Mohamed Surur who had countermanded Faisal's onder to Saudi 
arbitrator to force ei bee ele by not attending proceedings. 


ARAMCans said they had arranged meetings with King on September 28 
at Al-Kharj and with Faisal September 29. Questionable whether 
much could be accomplished since King of late exhibiting lack of 
interest in oil matters and Faisal shrewd operator who quite capable 
of "putting on show" of anger in effort pressure company into 
offering compromise. In answer their questions, I said Faisal 

had implied to me he wished arbitration siisiahi nae withdrawn. 


ARAMCO officials believe decision has hurt pride of. Saudis who have 
been influenced by Egyptian propa anda: contending that arbitration 
infringes on Saudi sovereignty. ARAMCans profess to be surprised 
at this attitude since, according them, King had always maintained . 
Saudi sovereignty not involved and had upheld SAG 0 
contract as final authority in oil matters; AR ot] has relied 
on King's statement that if company could prove to "his people" 
Onassis deal contrary to contract, it could “throw whole thing 
out", Interesting point this conmection is remark attributed to 
Shaikh Abudullah Tariki Director General Petroleum Affairs, that 
he agreed Onassis deal not valid; Tariki's reason for holding 
this view as it contrary to his ideas for integrated Saudi oil 
company sharing in transportation profits as well as production, 
distribution and marketing. 





ARAMCans contended if Saudis really believed in SAG-ARAMCO 
contract there was nothing in arbitration decision to which they 
could take exceptions; decision did more than uphold legality 
SAG-ARAMCO contract. Decision also might give Saudis pause and 
make them realize perhaps best not "go to court" over every 
dispute with company. However, concen8us among ARAMCans is that 
while decision restricts Saudis in sense that it now clear their 
actions illegal if they proceéd in any way contrary to contract, 
SAG will not in fact consider itself bound irrevocably by contract 
and will continue pressure company on issue it considers of 


paramount importance. Sidon issue, they believe, may well be case 
in point. 


Comment: It is my opinion that ARAMCO committed tactical error 
in refusing 


SECRET 


SECRET Ts 
-3- 163, September 28, 5 p.m., from Dhahran 


in refusing Faisal's request for deferment on Onassis arbitration. 
Apparently Davies and other ranking officials mulled over this 
decision for sometime and it is my guess that they gave in to 

the insistence of their legal adivser, Spurlock, who is doubtless 
an excellent legal adviser but not necessarily a good policy 
adviser. 
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RMR TO: Secretary of State ; '9¢ 
~ NO: 388, September 30, 5 p.m. (SECTION ONE OF TWO) ‘1! : 
G : _ 


SP PRIORITY | fv Jw 


L Reference: DEPTEL 408, September 24, Dhahran! 8 104, 
INR September 29 from Heath. 


At my rather insistent request through local ARAMCO manager 
Messrs. Davies, Brougham, Spurlock and Hardy of 
to Jidda see me following their call on the King at Al Kharj 
the 28th and on Faisal’ in Taif yesterday, Brougham leaves 
October 2 for New York and Davies and Spurlock a few days 
later. Davies, President Board, will remain all winter New 
York. 





8sco0e-6/esg2 *v9ese 


Davies told.me of call on King, who contrary to his attitude 
last time Davies saw him, was very alert and friendly. At 
Al Kharj King had been receiving the Shaikhs of 13 tribes of 
the Nejd and his antechamber was full of Bedouin notables. 
Davies brought up question of arbitration rather obliquely 
without referring: specifically to the Onassis case. He is 
not (repeat not) certain that the King knew he was talking ~” 
about this decision when the latter answered rather cryptically Tl 
that "people had been working behind his back" and that his . 

& relations with the ARAMCO had been and always would be friendly. 


Le 










€ Faisal received them in superficially friendly fashion, but J 
eB throughout interview his uncle, Prince Abdul Rahman was present. ° 
g Latter is one of the most avaricious and generally objectionable e 
@ y of all the royal clan. Davies explained that he was leaving eH 
3 b for seVeral months in the States. Faisal said that he disliked 
s 5 seeing Davies, Duce and Ohliger leave company since &# 
3 H been friendly and understanding of Saudi Arabia intekests 
Faisal implied that because of this attitude they weas 
put out to pasture by the coe Davies denied ¢ 
PERMANENT — : ; 
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-2- 388, September 30, 5 p.m. (SECTION 1 OF 2) from Jidda 


saying that because of reaching age of 65 his own approaching | 


& 


retirement and the previous retirement of the other men had 
become mandatory. 


Davies then said that he had heard from me that Faisal had 
expressed displeasure over ARAMCO's resort to formal 


‘arbitration of its differences with the government. Faisal 


replied that he had indeed made this observation to the 
Ambassador but without any thought that I would act as 
intermediary in this difference. He merely wanted the 
Ambassador to understand that ARAMCO had refused to cooperate 
in attempting to settle differences by negotiation and 
specifically had refused his request to hold up the Onassis 
arbitration for a couple of months; that the company instead 
of choosing the informal friendly method, had elected the 
formal approach and that therefore SAG might have to take 
appropriate action to protect its interests. Faisal was 
anxious that neither the Ambassador nor ARAMCO believe that 
any such action should be construed as evidence of an 
unfriendly attitude toward the USG. 


The ARAMCO group explained ‘to Faisal that they had not 

(repeat not) refused Faisal's request for determent since 

they had said they would gladly consider any counter- 

project to the Onassis contract. Faisal said at this point 
that he would have been happy to cancel the Onassis project 

if the company had accepted his request to defer the 
arbitration. (Note: The ARAMCO group was very definite 

that no (repeat no) such offer had been made by Faisal before.) 


Davies said very clearly to me that Faisal had "a personal 
peeve" at ARAMCO's refusal to postpone the Onassis proceedings. 
To my question as to what action ARAMCO would now take to over- 
come this feeling of Faisal's, he answered that he had no 
(repeat no) plans and that he thought that Faisal would get | 
over "his peeve". 
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L Comment: I thoroughly agree with the Department's view in 

INR reference telegram 408, that we should at this time consider x 

E this matter solely between company and SAG at least in y 
absence of request from company for our intervention. However, ~ 
there should be no (repeat no) misunderstanding that the ~ 
company action has prejudiced American relations with re 
Prince Faisal, who, for the time being is running the Saudi ~~ 


government. I consider the ARAMCO action in refusing Faisal's 
request for a two months postponement of Onassis arbitration 

as an action lacking in fomsight which merits investigation by 
the owners of ARAMCO: 1 am surprised that as friendly and ~~ 
sensitive a man as Fred Davies should have made this decision  ~_ 
unless overpersuaded by his friend Spurlock ARAMCO legal 
advisor who is nicknamed locally, perhaps not inaptly, "Spike''. \» 


There is no (repeat no) doubt in my mind that the company CN 
should be thinking up ways to repair this mistake and to 
reestablish personal friendly relations with Faisal. The \ 
obvious thing would be to take somebody who-is friendly 

and Arab speaking and let him handle these interviews with 
Faisal; not (repeat not) bringing along a Palestinian inter- 
preter or other Arab interpreter before whom Faisal will 
never speak easily. I should think President Hardy or Vice 
President Tom Barger would be suitable persons. 


I trust my frank comments will not (repeat not) be divulged 
to ARAMCO officials, particularly Gary Owen, new ARAMCO 
representative in Washington since he was one of those 
responsible for this ill-fated refusal of Faisal's request. 
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i Comment: I thoroughly agree with the Department's view in 
ial reference telegram 408, ‘that we should at this time consider % 


this matter solely between company and SAG at least in 

absence of request from company for our intervention. However, 
there should be no (repeat no) misunderstanding that the 
company action has prejudiced American relations with ~ 

Prince Faisal, who, for the time being is running the Saudi 
government. I consider the ARAMCO action in refusing Faisal's < 
request for a two months- postponement of Onassis arbitration 
elanacrsgf tsmgng* in foresight which merits investigation by ~~ 
the owners of ARAMCO. I am surprised that as friendly and 
sensitive a man as Fred Davies should have made this decision Bi 
unless overpersuaded by his friend Spurlock ARAMCO legal 

advisor who is nicknamed locally, perhaps not inaptly, "spike". 


— 


There is no "(repeat no) doubt in my mind that the company ‘ 
should be thinking up ways to repair this mistake and to 
reestablish personal friendly relations with Faisal. The 

obvious thing would be to take somebody who is friendly 

and Arab speaking and let him handle these interviews with 

Faisal; not (repeat not) bringing along a Palestinian inter- 
preter or other Arab interpreter before whom Faisal will 

never speak easily. I should think President Hardy or Vice 
President Tom Barger would be suitable persons. 
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I trust my frank comments will not (repeat not) be divulged a 

to ARAMCO officials, particularly Gary Owen, new ARAMCO . Pw) 

representative in Washington since he was one of those 
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SUBJECT: New General Manager for BAPCO Mie 4 , lopeip 3. LGA 


< 4 


"The Islander* » Published weekly by the Bahrain Petroleum Company, 


Ltd., reports in its issue of September 2h, 1958 that: 


ir. L. D. Josephson, who arrives in Bahrain this wesleneind to take 
up his appointment as.General Manager of The Bahrain Petroleum 
Company Limited, .began his career in the oil industry in 1926, 
when he — Standard Oil Company of California. 


"After ten years with that Company, during which time he rose 
through various: positions in refining operations, he transferred to 
the Caltex Group and shortly after came out to Behrain to wrk in 
. the Thermal Cracking area. 


"In 1942-3 he went on assignment as Superintendent of Aramco's 
refinery at Ras Tanura and, following a training period in the United 
States, returned to Bahrain as F.C.C.U. Area Foreman. In 197 he 
was appointed as Assistant Refinery Superintendent, Cracking Division, 
and in 199 after a period with Training Division, to the position 
of Superintendent of Personnel Department. 


esoc-6/esce*vogs 


"In 1952 Mr. Josephson transferred to Ratangas, Philippines, 
manager of the Caltex refinery there, the first refinery to be patit 
in the Philippines and that country's largest industrial plant. In 
1956, he became General Manager of Operations at Batangas." 
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Bennett Uhl » President Conorada Oil Company, September 26 asked re 


possible Departmental and Foswipa Service assistance for company in obtat 


‘audience Crown Prince Faisal of Saudi Arabia, 


re 


Conorada has for several months heen in touch Surur re possibile concession 


re 


preferential area and now desires send Fred gs encima Vice President for 


and ¢ Cairo 1 may. in their aiséretion lend such sppropriste sidistanes ‘Penni 


as he may request, 
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an anecint of the conversations which ARAN of Medals head with the Cine and 


the Crown Prinre after the Crown Prince's tale with tho Ambassador, 


He said Mr, Hardy, Mr. Brourha, 
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The ‘croup sew the Srown Prince onthe 29th,. The Ttrown Prince rentioned 
anty-the matter of the Onassis Arbitratien ard did not refer to the cenerd 
~norottem of rradueticon Tevelswhies he kad dicenesed with the Amhacendor, 


Seeording ta Mr, Davies! telerra:, the Srewn Prinne cxeressed strong disrlessure 


that the carmanmy did net acree to nostnone arhitration and hinted rather 
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Jeral methods, this would henceforth he the nollie of the Government as well Z?) 
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FROM ‘ dnsricet Consulate General, DHAHRAN 126 


THE DEPARTMENT 9F STATE, WASHINGTON: 


Use ia 
sussect: Petroleum: Saudi Arabia, Statistical: Data WZ Yep (VP. 


7 a 


Enclosed herewith are tables of statistical data concern- 


ing the operations of the Arabian American Oil Company for 


American Consul General 


Md... 


I. Statistical Data 

2. Crude Oil Report 

3. Refinery Report 

lh. Petroleum Movement Report. 
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STATISTICAL DATA 
AUGUST 1958 


COUNTRY: Saudi Arabia 








1. Crude Oil Production During August 1958 - 2 Gallon Barrels 


26 


2a. 


S, 


he 


Average Gravity - Daily Monthly 
Field CAPT Average Total 
Abgaigq 37.7 + 29,82 + 745,069 
Damniam 3525 36,233 9 123,236 
Ghawar 3S 663 °893 20, ;580, 686 
Qatir 36.2 16,323 505,995 
Safaniya:  27el 2,611 762,91 
Total 3501 9903901 30,717,927 
Development Wells Completed During Month of August 1958 
Well Oil Gas Dry Observation 
| None | . 
ection Wells Completed Month of August 1958 
Wills Gass Water =Total 
tAin Dar 6h, 1. ia 1 


Exploratory Wells Completed. During Month of August 1958 
Wll oul , Gas Dry " Observation 
a None 


Condition of Wells at End of august, 1958 
(A) Completed Wells: 


(Wells "Completed" do not indicate wells listed as Ri asl 


on Page 2) 


LIMITED OFFICIAL USE 


Year = To Date 
1958 


5h, 532, 607 


“22,577, 35h 


Total 


Total 
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(Classification) 





FromAmGonGen, DHAHRAN 
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oan ee Standing Shut-In Observa~ _ Completed 

Field Prodocing OF Drilling _Oil (c} O11 (d) _ tion — Injection Wells 
Abgaiq: | 50 “3 0 2 12 2 i2 80 
Abu Hadriya 2 1 fe) 1 0 4 
28(a) 7(b) 3 ite). 2 yi 0 h2 
El Alat - 0 0 1 0 0 0 ) » 2 
El Jauf 0 0 1 0 0 0 0 i 
Fadhili 0 0 0 1(f) 0 0) fe) i: 
GHawar': , 
"Ain Dar h2 fe) 1 2 3 3 3 55 
Shedgum 14 0 1 1 0 1 0 17 
'Uthmaniyah 30 0 2 10 3 3 0 48 
Huiya 0 0 0 1 0 i 0 ee 
Haradh 0 0 0) 7 0 1 0 8 
Fazran 0 0 0 2 0 ‘0 0 2 
Khurais 0 0) fe) 3 0 0 ) 3: 
Khursaniyah 0 0 0 2 0 2 0 k 
Mataqala 0 0 1 0) 0 '. QO fe) as 
Manifa 0. Oo : O 1 0 fe) 0. oh 
Qatif : 10 0 a. 0 0 2 0 2 
Safaniya , 8 * 0 ¢) 1h ie) 1 0 33 
Stratigraphic _O 0 1 O° 2. oO. * aa 
"* bh2 9 ee 20 17 15 316 


- = 
\o 


(a) Includes 3 producirf® gas wells. 

(b) Includes 2 abandoned gas wells. 

(c) Standing oil well has oil to surface but no surface facilities. 
(d) Shut-in ofl well is not producing. 

(e) Dammam well 43 (gas) is a temporarily suspended workover. 

(f) Well bore filled with md. 


(B) Wel1s ‘Not Completed: 


Rigging Up 
or Field 
Well Mo In Drilling Total Suspended 
Ghawar: , . 

‘Ain Dar 65 - ls 1 - 
"Ain Dar 66 3 _ — . 
'Uthmaniyah 38 - - ~ | 
Haradh - - - 1 
\ khurais . 1 1 ‘ 
Khursaniyah 5 - 1 1 és 
Qatif 13 - = - 1 

Manifa 2 te = — se 
Total 1 h h 3 
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5. Refined Products, Month'of August 1958 (2 Gallon Barrels - Thousands | 





Ras Tanuta Refinery: | Input-Output 
Processed at Refinery 4,873 
Production: Gasoline | 564, 

F : Jet Fuel 16 

: . Kerosenes 332 

Diesel Oils 15253 
Fuel Oils . 1,80 
Others | 38 
Unfinished Oils 315 
Losses or Gains . 115 
Ys Total 4,873 


6. ‘Stocks as of Augus t 31, 1958 (42 Gallon Barrels - Thousands) 


Refinery Produc ts: 


Gasolines 990 
Jet Fuel an 289 
Kerosenes _ 462 
Diesel Oils . 1,312 
Faal Oils 1,450 
Others eaiatis Unfinished Oils) 872 


Subtotal 5,415 
Purchased Products: 


6 Aviation Gasoline 111 
Lubrication Oils & Greases a7 
Total = 5,5)3 
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CRUDE OIL REPORT 





COUNTRY: Saudi Arabia 


l. 


Barrels of 
2 U. S. Gallons 


Stocks, First of Month 14,041, 892 


Production by Principal Fields: 





Abqaiq — 75 745,069 

Dammam 1,123,236 

Ghawar 20,, 580, 686 

Qatif | 505,995 

Safaniya 762,941 
“Total Crude ‘Production " 30,717,927 | 
Natural Gasoline, etc., Mixed with Crude Qty. Not Determined 
Other Supply - 
TOTAL | ; 819 
Processed at Refinery ’ 4,873,044 
Pipeline Deliveries from Country ; 14,848,514, 
Water Shipments of Crude from Country 10,582,128 
Other Shipments a 103,163 
Fuel and Losses 56,778 
Stocks, End of Month : 14,296,192 
TOTAL © | : Lh, 759,819 
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REFINERY REPORT ® 
COUNTRY: Saudi Arabia 


Barrels of 42 U. S. Gallons 


Stocks at 
Input-Output End of Month 
1. Processed at Refinery 4,873,044 59277 
2. Natural Gasoline & Other . 
; Light Products Qty. Not Determined 
3. <A. Purchased 0i1 Rerun an, 
4. TOLAL INPUT 4,873, 0h) 
5, Aviation Gasoline = - 
6. Other Gasolines 563,951 989,722 
7. Jet Fuel 416,262 289,122 
8. Kerosenes — 331,358 . 461,935 
9. ‘Distillates 1,252,769 1,311,983 
-10, Residual Fuel Oil 1,8)0,196 1,489,907 
~ idl. Invbricating 0i1 - - 
12. Asphalt } 
_ 13, “Miscellaneous ) 38,080 70, 7h 
. Ads Unfinished Oils Produced (Net) . 315,128 801, 51), 
r sses or Gains 115, 300 a a. 
16. TOTAL _ 4,873, 0h) § 20), 
17. Daily Average Crude Oil Throughput Capacity - 
of this Plant: 189,000 Barrels 


18. Fuel Consumption at Plant. of Oils Reported Above: 


Residual Fuel Oil iF 25,252 Barrels 
Other Oils - Unfinished . 253,307 Barrels 
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COUNTRY : Saudi Arabia 
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LIMITED OFFICIAL USE 


(Classification) 


PETROLEUM MOVEMENT REPORT 


° 


Crude 0il 


Aviation Gasoline 


Other Gasolines and Naphtha 


Jet Fuel 


Kerosene 


‘Distillate 


Residual Fuel Oil 
Lubricating Oil and Grease 


Asphalt 


' Miscellaneous 


TOTAL 


Barrels of 2 U. S. Gallons 


ee 25,140,037 
22,656 " 
. 361,302. 
- be 
os 189,036 
- 1,160,208 
- ; 1,925,159 
2,136 : - 
2h, 792 29,387,019. 





(a) Includes 85,089 Barrels Bunker Oil Laden. 


(b) Includes 751,542 Barrels Bunker Oil Laden. 


Transporting Companies: 


Above: 


Not Available 
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Names of Various Shipping Companies Which Transported the Reported 





(a) 
(b) 
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RMR «10: +=Secretary of State 


os NO: 415, October 7, 2 p.m. AL EM — = 


SP LIMIT DISTRIBUTION. Lereg& a 7 


ARAMCO considering two programs designed identify a 

more closely with life and people Saudi Arabia as result curment 
Saudi criticism of Aramco. First program named "Citizenship: 
Program" contemplates establishment industrial development 
foundation with company's initial contribution to: capitalization 
$10 million. Foundation would have autonomy planning and 
executing assistance programs private enterprise. Prominent 
Saudis such as Director Petroleum Affairs Abdullah Tariki, 

would be invited become members Board Directors. 


- 


asz-clsessz *voss 


Second program named "People's Profit Participation Progeam"' 
modified version Creole Petroleum, Venezuela xcheme. V-P 
Broughad skeptical of this proposal which originated Standard 
Oil of New Jersey as means increasing pare of SONJ through 
participants contributions. r 


Aramco also considering utilizing more Saudis in higher 
\ positions. Sounded out Tariki for Directorship which he 
turned down. 


8 ‘ 

These projects being debated by Aramco top management. Will 
g be presented during current Executive Board meeting New: 
“york for consideration by parent companies. 


ar 






WAramco officials have carefully avoided divulging these 

long-range schemes ‘to Embassy, which has learned of them from 
other sources. Embassy requests its knowledge this ineacmation. 
ot be revealed Aramco in order protes source. 
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SP SFNT-DEPARTMENT 416, REPEATED INFORMATION DHAHRAN 189 


~ 


bis ussion of construction contract for gas pipeline from 
50 oil fields Abqaiq and/or Khurais sponsored by Riyadh 
: municipality principal purpose visit Ansbert Skina, Executive 
e Coggul tant Commonwealth Services, Inc. 300 Park Avenue, New 
8 joint-venture arrangement, according 
Skina, with petrochemical construction specialists Tellefson, 
Dallas, Texas and R. W. Booker Association, St. Louis. Skina 
discussed ‘proposal pipeline with King in Al Kharj, officials 
municipality in Riyadh and Prince Faisal and Minister Commn- 
ieations Prince Sultan in Taif. Skina also express interest 
his company in industrial project. 





-o! /ess2 °Vv98s 


8Gl 


Skina confided to me discussion with SAG enkcourging but actual.- 
construction appeared unlikely near future due uncertainty of 
ce pig inept Riyadh municipal administration, possible (and 






Paeiece. likely be ‘delayed until gas reserves. Khurais proved. Pp 


He also volunteered that he had discussed a construction contra 
for Dammam port with Prince Sultan. Embassy under impression 
Bechtel-sponsofed group would be awarded this contract (see EMB 
382, ‘SEpEeEber 23, 1958). 


Skina, now Cairo, plans visit Dhahran about October 10, 1958 fox 
discussions with ARAMCO relating gas pipeline, then returns. 
, mm. 
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‘De you believe that « certain cempany is behind this press campaign? 


le @ 
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8e e Hew cam you measure prodmeed and exerted ofl? 
A. 401 of proaged and refined is eaperted in ene of three ways: | 





2. Pipeline 
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Enclosed is a statement of payments by the bian American Oil ~ 


Company to the Saudi Arabian Government. for the month of August 1958. 


ne Gonsul General 
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Net Crude Runs from Field Storage Dardis Honth 
of July ee (Tons) 


Gross Amounts Paid: . 
oyalty. = Crude 
Company Income Tax on 1957 Income: 
Article of December 30, 1950 Agreement 


Total Gross Amounts Paid 


Deductions from Royalty: 
payment of Saudi. Government Railroad 


Construction Costs 500 ,000 
Oil shipments to Egypt 314,219 


Deduction Peon “Com THEtie er 
Assignment out of. Income Tax” 






Total Deductions 





Le FUNDS RRCELVED DIRECTLY pea ARAB 


a ee —_ 


Encl. No__1_- 





. No 
(ConGen, DHAHRAN 


| 4,187,159 


$ 6 99435538 
16, 9 314,687 


"16h, 791 


b 235,423,019 


$, 81h,2h9 


13,000,000 
2 13,811,249 


> 91,608, 770 


Distribution of Net Funds by Currencies: 


U.S. Dollars 
Pounds Sterling 
French Francs 


$1,348,600 
759945128 
266,02 


3 aa 770 - 


Excludes payments of Customs, Duties, Licenses, Permits, . 


Visas, Personal Income Taxes, and similar items. 


‘Amounts are stated herein in U. S. Dollars or U. S. Dollar 


equivalents per agreements. 
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over effect 
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Classification Control: 13173 


Rec’d: Qctober 22, 1958 
8:56 a.m. / 
FROM: Jidda | | 4q 
TO: Secretary of State | 


NO: 447, October 21, 5 p.n. 


SENT DEPARTMENT 447, REPEATED INFORMATION DHARAN 





EMBIEL 446. 


At meeting itn Taif on October 20 I expressed hope to Prince 
Faisal that his recent talks with ARAMCO officials had proved 
helpful. Faisal abruptly replied ARAMCO officials had offered 
nothing new since arbitration settlement announced and until 
Ahey did so situation. would remain as it was. Faisal said he 
had. told ARAMCO officials precisely what he had told me, 
namely, that he had been greatly disappointed at ARAMCO's 
rejection his suggestion, prior to Arbitration Court decision, - 
that Onassis tanker deal be discussed in informal and friendly 
manner between SAG and ARAMCO, 


ES le--Ol/egge *vgee 


Faisal reiterated ARAMCO attitude left SAG no alternative but 

to "stand squarely on our legal rights and handle matters - 1 
“between us on a strictly legal formal basis". He again re- 
called his meetings with. ARAMCO officials last June and De- 
cember (see Dhahran's telegram 163), when, he alleged, latter 

had given him distinct impression I would "come up with some- 7 
thing" prior to arbitration decision. Faisal said he had 

been particularly anxious at that time to come to early agre®& (/) 
ment with ARAMCO because he had had definite word that Genev 


- court was not "clean". I said surely Prince did not believe. Q) 
2 that. Swiss arbitrator was dishonest. Faisal replied, ''We ae 
i in fact serious doubts on this very point." In ori ayoid 
—« ™ later recriminations and far-reaching misunderstan ith’? 
= 3 ARAMCO, Faisal went on, he had mede every effort conving 
a 8 ARAMCO of desirability reaching informal agreement, af Bich 
- agreement not forthcoming, arbitration proceedings Gould 
oS a easily have been renewed. 
Faisal said . 
; REPRODUCTION regs Tg 
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-2- 447, October 21, 5 p.m. from Jidda 


Faisal said matter was not simply ohe of transportation Saudé 
oil. Demand for tankers was such that almost anyone could 
enter transportation business at present. Crux of whole prob- 
lem was principle of sovereignty; did or did not SAG have #¥ight 
to solve its oil*problems as it saw fit? L-.replied that while 
principle of sovereignty was. valid this did not mean Saudi 
Arabia was free to break existing contract, officially and 
solemnly entered into by its own government. Faisal's answer 
merely amended his previous statement: 1" Wé Shall abide by our 
contract as interpreted in the light of our best interests", 

he said. 


Faisal said he also greatly concerned. by general attitude of 

- parent companies of ARAMCO who seemed determined work for -own - 
exclusive interests instead of mutual SAG-company's interest. - 
Excellent example of this was apparent failure of recent 
negotiations~between PANAM Oil Company and Saudi Directorate 
of Petroleum and Mineral Affairs. Faisal said he had received 
reports that PANAM and SAG had come to mutually satisfactory 
understanding only to have PANAM representatives, apparently 
under instructions from the Rome office, suddenly inform SAG 
térms to longer acceptable. Faisal said it was his under- 
standing PANAM subsidiary one of ARAMCO's parent companies 

(he could not remember which). No question in his mind, 
therefore, PANAM had been forced by parent company (and quite 
likely by other American oil companies acting in concert) dis- 
avow terms they had already offered. Faisal left me in no 
doubt he and SAG highly indignant at what they interpret as 
American oil companies effort prevent Saudi Arabia- from enter- 
ing into oil deals more favorable to it than current 50-50 
arrangement with ARAMCO. 


Finally, Faisal emphasized at least three times that his 
present dispute with ARAMCD as an American company in no way 
reflected his attitude toward US and Americans in general for 
whom he felt sincere friendship and high regard. As J} probably 
knew, he said, many: of ARAMCO's officials were his personal 
friends ; nevertheless, he was never one to mix business with 
pleasure. 


Comment! Faisai.'s 


SECRET 


SECRET 


-3- 447, October 21, 5 p.m. from Jidda om 
>, 
Comment: Faisal's irxitetion with ARAMCO does not seem to me 
to have abated one iota since Septem er 22 when we last dis- 
cussed matter. If anything his attitude has hardened. It is 
not@worthy that Faisal erroneously believes PANAM owned by 
one of ARAMCO's parent companies. He or his advisors pebhably 
under misar prehension that there is ownership connection be- 
tween Standard of Indiana, sole owner PANAY Standard of New - 
Jersey and Standard of California. Faisal has given me clear 
impression he expects some. concilliatory action from ARAMCO 
(e.g. Further loan to hefp meet payments due on loans to 
Chase and other banks, see Paragraph 4 EMBTEL 446). I intend 
see Cypher, local ARAMCO representative @oon to give him gist 
above report and hope elicit from him further information and 
his reaction. 
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Net Crude Runs from Field Storage pine Month 
of August 1958 (Tons) 4,185,02h 







$6 196,558 | 
18,036,127 


2 07 


Excludes payments of Customs, Duties, Licenses, Permits, 
Visas, Personal Inccme Taxes, and similar itens. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar 
equivalents per agreements. \ 
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RMR TO: Secretary of State 


sp NO: 452, October 23, 1 p.m. y sv 
: | 
: EMBTEL 447, October 21. 

INR Clark Cypher, local ARAMCO representative, tells me he had 

E expected that the failure of. the Pan American 0il Corpora- 


IRC tion to accept SAG proposals for an oil concession would be 
DCL attributed, err¥meously, to pressure by ARAMCO. He remarked 

‘that if Pan American Oil Corporation had merely stopped 

ICAS negotiations or quietly said that the terms offered by SAG 

CIA = were not acceptable that SAG would have been less aroused 
and would probably have modified their terms. The President, 
Swearingen of Standard of Indiana, for some incomprehensible 
reason, Cypher said, had given press interview in which he 
not only rejected SAG's proposal but criticized them most 
severely "completely unacceptable". We have not seen text 
of interview but understand it contained, at least impli- 
citly, aspersions on Tariki, Director of Petroleum Affairs : 
for SAG. 


8S£Z-Ol /egcez*yvggg 


Directorate of Petroleum and Mineral Affairs Saudi/Legal 
‘) Adviser Hendryz told Embassy officer October 22nd he learned 
Director General Tariki recently received four-page message 
| from Baghdad (he did not know sender), gist of which was nm 
charge tHat US oil companies have forced PAN-AM suspend El 
s negotiations with SAG. Hendryz remarked he did not believe Qt 
a pressure by US companies (which, however, no doubt existed) 


gL j 


re had influenced PAN-AM for simple reason latter had con- 

= \ cluded similar "unorthodox" contract with Iran, presumably 4 
| « “in face equal pressure these same oil companies. Hendryz hr 
ae | = 
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_72- 452, October 23, 1 p.m. from Jidda. 

believes PAN-AM - SAG negotiations by no means broken off 

and conjectured PAN-AM and Indiana Standard might be employ- 

ing "rug-buying" tactics when they now* SAG proposals "com- 
pletely unacceptable". | 
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If vou have not already done. so you may wish inform Cypher of 


Faisal's misunderstanding, x re rel ationship ARAMCO and PANAN and suggest 








company might clarify situation in appropriate aie lee 
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SUBJECT: 


SAG-Aramco Relationships WP iy 3B 1E-3S. 
p Enclosed herewith is a copy of a memorandum of conversation among | | 
- Sayyid. Abd al-Rabman’'Agzam, the Consul Generel and Consul Levis. 

Sayyid Assan seid nothing that hes not ‘already been said by the 
| Prime Minister, H. Ry He Anir Faisal, in ‘conversations both with the 
inbassador and with officials of Aramco. Some significane may lie in 
the circumstance that the views held by the Prime Minister are shared by 
circles close to the King, who hes lately enjoyed much hospitality and 
many favors wt. tiie. hhads of Aranico. Of interest is the comment of 
Sayyid 'Aszem on the role of lawyers in the poltoy-naking function of 
Aranco. 
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CONFIDENTIAL 
Classification Control: 16581 

Rec'd: October 28, 

7:56 A. 


TO: Secretary of State 





NO: 227, October 28, 3 pm. 


SENT JIDDA 137, REPEATED INFORMATION DEPARTMENT 227.5, 
Reference: .EMBTEL 163, repeated Jidda 104. 
Fully aware implications continuing resentment Faisal toward 


Company resulting from Onassis arbitration, officials ARAMCO 
-Brougham, Barger, Owen - appear uncetain what conciliatory 


steps may be prudently taken. They agreed no profit further 


discussion Onassis case. Company decision proceed with 
arbitration after Faisal proposed delay taken deliberately, 
in’ realization decision favorable to Company might produce 
some adverse effects, which would be counter-balanced to 
some extent, in officials view, by lessons taught SAG. They 
now appéar reconciled that minds will never meet regarding 


Onassis, and improved relations must be sought in other ways. 


Officials consider offering financial assistance unwise, 
because it might be regarded evidence bad conscience and 
also willingness Company purchase goodwill. Officials 

seemingly more inclined assist SAG in some phases social 


welfare programs, but apparently only in response initiative 


taken by SAG, which ‘either through administrative incapa- 
bility develop programs or sheer pride may not put forward 
requests, particularly if any uncertainty exists as to 
attitude Company. E 


In recent conversations with SAG officials, Company Wepresen- 








tatives have hinted that if SAG prepared reconsider pas 
offers or make reasonable proposals in their ic nr ; 
ght be agreeable drop Sidon arbitration now unde! 
erent ly because sum at stake is large, $160 mil} 





2 WHAGIVIINA 


-Ol/esce °v9gsse 








CONFIDENTIAL 


-2- 227, October 28, 3 pm. ; from ‘Dhahran. 
reluctant make liveds offer abandon arbitration. Here again, 
Company may be frustrated by inability or unwillingness SAG 
put forward alternatives. 


Company concerned by situation, but as yet has not thought way 
through to positive program to ameliorate it. Inviting, often 
by hints only, SAG to propose solutions specific issues seems 
merreeecia produce significant results. 
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Rediwanieaticn Concession Affairs and Local Government Relations Deps he 


Aramco Ries 3 lt-/ 


The reorganization of certain departments of Aramco which was announced 
August 17, 1958 (Condes 79) has continued and has been further refined. The 
Staff Group, which was attached to the office of the General Manager, Govern- 
ment Relations Organization, has been enlarged and is now known 4s the Policy 
and: Planning Staff. It has also been increased in size. 


‘Local Government Relations under Kenneth R. Webster, Manager, has now 
been completely reorganized into eight divisions. Webster believes that 
the new orgenization will make for greater efficiency though not necessarily 
for a smaller staff. Webster also prophesies that the dual responsibilities 
held. by Vice President Robert I. Broughan: (Finance and Government Relations) 
may well be split next spring, upon the retirement of Board Chairman Fred 
Davies, with the creation of a new Vice Presidency within the Government 
Relations Organization. 
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SUBJECT: Petroleum Developments in the Arabian Peninsula 


PARTICIPANTS: Mr. D. H. Finnie, Socony Mobile Oil Company 
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c*°7oss 


Mre e reported. that from a geological standpoint 
‘, Socony Mob: ‘believes that the prospects for developing 
significant petroleum areas in Abu Dhabi, Muscat and Hadhramaut 
are not particularly attractive. This opinion is currently 
being subject to further geological study, and, in the event 
the present opinion is upheld, Socony may come to the conclusion 
a . that the Company should direct its investment ital into 
other areas. Accordingly, Socony may decide: (1) to encourage 
IPC to release concession areas in this region, or, (2) in the 
event IPC is unable to go along with this suggestion, to encourage 
the Near East Development Company to withdraw from IPC activity E 
in this area. If Esso, the other member of N.E.D.C., does not 
wish to withdraw, then possibly Socony itself will pull out. 


8SL-11/Eg¢G 


In answer to Mr. Finnie's question as to what the Department's oon 
attitude would be with respect to such a decision, he was informed a 
that it was my opinion that the Department would consider this yy 
to be~e decision which only Socony Mob: could make after care- ~ 
ful consideration of the geological data and the a 
neS’g of alternative petroleum areas. - — es 


Mr. Finnie cautioned me to regard the foregoing as. 
idea that is being studied at technical levels within t§ 
_Jit has not been taken to the Board, and no decision i 
until more ai aaa information is available. 
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Mr. Siegel reported that the Socony Mobil O11 Company is considering Cj 
making additional. investments in Saudi Arabia. He said his associates on Oj 
- the Board are hesitant to authorize further investments in view of the ON 
political upheavels which are occurring in.the area. However, in his own ~ 
mind; he said, he was of the opinion that his Company will still be = 
operating in Saudi Arabia ten years from now; he recognized that the Saud me 
dynasty might be overthrown in this period of time, and that a number of ‘ 
’ other political changes might take place. Nevertheless, he said he was a 
generally optimistic as to the future and thought his Company could con- s; 
tinue doing business in Saudi Arabia for a long time. ol 
Mr. Siegel said that inasmuch as he has all kinds of stockholders to 
convince that an investment in this area should be made, he felt it was 
incumbent.upon him to discuss the situation with the Assistant Secretary; 
he realized, however, that he and the other Directors would have to. make 
‘the final decision, but, as background for presenting his views, he would 
appreciate Mr. Rountree's opinion of the investment situation. ra 
In response, Mr. Rountree stated that any investment in the Middle ae 


East today involves risks; that the essential problem is to establish 
the degree of risks. He said that many changes have occurred in the 
Middle East since Aramco made its initial investment in Saudi Arabia; 
expected that there would be a great many more changes. Just what 
Wature of the changes might be, and how extensive they would be, 
‘1d not anticipate. In his opinion, Mr. Rountree said the greates 
me) risk confronting the West is Sovict penetration of the area; he sare 
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it -was in the overall interest of this country to do everything possible 
to deny the Middle East to Soviet control. He thought the area at the 
present time was rather explosive; the most immediate trouble spots being 
Jordan and the Sudan. He noted that there was also always the possibility 
of an Arab-Israeli -conflict; if such a conflict occurred he did not know 
what the net effect might be on the position of the United States in the 
area. Ir. 


Since it was necessary to assume that there would be changes in the 
existing regimes in the area, the question then arose, said Mr. Rountree, 
as to what would be the nature of the changes. The strongest present 
forces, he thought, appeared to be those seeking greater Arab unity 
among the several Arab States. These forces, for example, would like 

to see Saudi Arabia drawn more closely into union with the U.A.R. At the 
same time, he said, there are forces working against the Arab unity. He 
thought that separate sovereign states would continue, particularly in 
those countries possessing petroleum resources and having a capability 
of financing separate national regimes. He recognized that the present 
period is a difficult one and that it is a continued conflict of interest 
between the countries that havé petroleum wealth and those that have not. 
As long as this conflict of interest continues, he thought, private 
companies would be able to enter into favorable production arrangements 
with local Governments. For.the most part he thought these States had 
learned a lesson from th rience of Iran. The greatest danger to 

the West, he thought, would-be a development whereby the whole area 
became integrated in a single state under Soviet domination. 


In response to Mr. Siegel's questions with respect to the nature of 
Arab nationalism, Mr. Rountree indicated that across North Africa, and 
throughout the Arabian Peninsula, there is a general feeling of Arab 
unity which transcends political boundaries. The people throughout the 
breadth of this area, he said, are easily aroused to move under false 
banners such as anti-imperialism, anti-colonialism, and down with Israel. 
Within this area, however, there are a number of differences; differences 
in Moslem sects, and in tribal origin and loyalties. Also, there is a 
great difference in their economic conditions; differences between the 
have and have not countries. In Mr. Rountree's opinion, he did not 
think he could foretell with any certainty whether the Saud regime, 
for example, will be "thrown out", or, in the event the present family 
were removed, what, if any effect, it would have on private investments 
in the country. If one took a long range view of the area, as compared 
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with others elsewhere in the world, the risks accompanying an investment 
in the Near East may not be greater than in any other underdeveloped 
area, and, if the Company is prudent in diversifying its risks, it 
might reach the conclusion that some new investment in this area is 
justified. 


Mr. Siegel, quoting an internal Company analysis, stated that the 
prospects over the long run would indicate that there would be a pro- 
gressive decline of the position of the West in the Middle East, and 
that there would develop an anti-Western federation of Arab States. 

In response to Mr. Siegel's request for comment on this observation, 
-Mr. Rountree stated that, for reasons noted above, he did not believe 


the outlook was quite as pessimistic as suggested by the Company's 
analysis. 
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‘ ACCORDING AMERICAN TECHNECTANS ‘UNDER CONTRACT SAUD! DIRECT- 
ORATE PETROLEUM AFFAIRS, PAN AMERICAN PETROLEUM NEGOTIATORS | 


BULLARD AND. CAFFEY DEPARTED JIDDA NOVEMBER 12 WITH SAG 
COMPROMISE "EIGHT OBJECTIONS" RAISED BY STANDARD. INDIANA 
INITIAL PREFERENTIAL ZONE CONCESSION PROJECT. SOURCES 
BELIEVE CONCESSION AGREEMENT LIKELY. ae 
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FROM: LONDON 


TO: Secretary of State 


Js oy 


SENT DEPARTMENT 2754, REPEATED INFORMATION DHAHRAN 24, JGDDA’ 


36. . o 
BRANDON GROVE, SOCONY REPRESENTATIVE LONDON, TODAY SHOWED EMBASSY S| 
OFFICE SHEAF OF CABLES FROM DHAHRAN SUBSTANCE WHICH WAS TO > 
REVEAL_HEAVY. PRESSURE SAG ON _ARAMCO ASSIST _SAG_IN KHOR A! ° 
UDAID DISPUTE. THIS PRESSURE CULMINATED NOVEMBER } WHEN fv 
KING TIN AUDTENCE WITH ARAMCO REPRESENTATIVES SUGGESTED COMPANY oO 
SEND EXPLORATION PARTY INTO DISPUTED TERRITORY, Ol 
r , ~~ 
COMPANY REPRESENTATIVES REPLIED EMPLOYEES NOT (RPT NOT) ~ 
SOLDIERS AND INDICATED COMPANY THIS AREA SHOULD FOLLOW PRECEDENT ry 
BURAIMI SETTLEMENT WHEREIN COMPANY TEAM SPECIFICALLY ae 
EXCLUDED FROM DISPUTED TERRITORY, Te 
: Ol 
GROVE COMMENTED THAT .4!LE ATTEMPT SAG ENLIST ARAMCO AID IN 00 
KHOR AL UDAID DISPUTE PARRIED THIS INSTANCE, FURTHER PRESSURE 
THIS END MIGHT BE EXPECTED, SPECULATING ON REASON BEHIND 
PRESSURE, GROVE SUGGESTED IT MAY NOT (RPT NOT) BE UN- YQ 
' RELATED ASSAM!S DESIRE EARN HIS KEEP, © a 
_ PLEASE PROTECT SOURCE, a 1) 
oO 
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'SENT DEPARTMENT 266, REPEATED INFORMATION JIDDA 163, LONDON 11 
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FROM: Dhahran 


TO: Secretary of State 
NO: 266, November 20, 4 p.m. 





London's 24 


Suggestion ARAMCO send exploration past vicinity Khor Al Udaid 
made November 4 not by King but by Jamal Bey Husseini in royal 
presence. Company representatives parried suggestion much as 
described reference telegram. 


Subject not raised since, but it may ydcob*. In.past, SAG has 
sought utilize capabilities ARAMCO in border disputes, may do 
so again, Under concession, facilities and equipment ARAMCO 
at disposition SAG in "state of national emergency." Clear inten 
was strengthen SAG in major struggle, but provision might, if . 
SAG desired, be used coyer border spats. ARAMCO can evade reques&. 
this kind and has successfully done so in past. As last resort 

it could ment in SAG employ legal means to compel use facilities 
and equipment in such fashion. t 


ete jeses tunes 


In opinion one ‘top official, pressure to involve ARAMCO in — 
Al Udaid might ceme strongly from Amirate, Damman and possibly & 
from King. Although Faisal would be more cautious, ARAMCO 
warns against assuming he does not, feel keenly incursions. 
against south-east borders: However, SAG can meet situation b 
other means than involving itself or ARAMCO directly. It? ca > 
for instance, give nod to tribes in area. 7 





ja Dt 
One factor that might, according, ARAMCO, cause SAG consider do 
something about Khor Al Udaid is danger that, unless it reacts, 
impression may_grow that as compared Nasser SAG is weak, ine ffegy 
and timid defender national rights and interests. 
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NO: 1616, November 25, 4 p.m. 


VERBATIM TEXT 
FOR EXMOBIL NEW YORK FROM ECKERT 
418 


SA/JB/9 







per 25, 1958 fi 


a: 


- SSH 


e * 


“INO 3SN Tyg 


_ 8SSZ- 11 /egce*yvgge 






f.+ 08 


London's 2754, November 20. 


78 5 

Rec'd: December 1, 1958 g 
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TO: _ Secretary of State 
wo 538, December 1, 11 a.m. 


SENT DEPARTMENT 538; REPEATED INFORMATION LO 










an last week I discussed Khor Al Udaid dispute. with 
They ¢ ee say S i Government had asked 

} ite. but observed that in their 

d tat er had expressed indignation 

ce. post by ruler ‘at this port. King 


D afd geological e: loration in 
aid that at ane t me there was 
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Secreta ary Ger eral I th of Foreign Office anata te me .two days 
ago. t 4 establie ment of police post at Khor Al Udaid was 


probably pax ae plan to have unbroken control of the 
coast fred Qatar to Aden. ‘oe’ 
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Beumess oq snus Wusuindog spp 


TO: Secretary of State 
NO: 542, December 1, 7 p. m. 


RMR 
W 
L 
ms . SENT ‘DEPARTMENT 542 REPEATED INFORMATION DHAHRAN .254 
DCL ‘Embassy telegram 509. 
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Two Italian businessmen have confirmed that the Italian firm, has been 
offered mineral cnncessions by the Saudi: Arabian Government. The firm has no 
clear plans for following up this possibility, and is apparently not free to 
pursue any decisive ,ourse on its own. A French mnitions firm (operated as a 
Swiss holding), Et&blissements Edgar Brandt, reportedly has an option to acquire, 
from the Italian Government, control of SANE. It. does not wish to do s0 directly, 
‘but would perceive some advantage in permitting a private group to take over SANE 
behind’ the scenes. In the meantime, a SANE official reports that ENI (the Italian 
National Hydrocarbons Agency) is looking into the possibilities of the SANE con- 
cession offer. It is not considered likely that the SANE option in Saudi Arabia 
will be taken up. The Saudi Government may possibly have made similar proposals 
in other directions. However, the forces at work in this matter are interesting. Ol 





c *v9se 


Developments 


An ANSA (Italian News Agency) article datelined November 8 from Jidda reported 
that the Saudi Arabian Government had granted the Italian firm SANE petroleum and. 
mineral concessions. The area was described as covering about 13,000 square miles Ki 
near Yemen in the vicinity of DJISAN and including the island of FARASAN in the 
Red Sea. An ANSA source, later, privately informed the Embassy that the story had 
subsequently been found to be inaccurate, that SANE had not concluded any such 
deal, and’probably never would. No further mention of this story has been noted 
in the Italian press. 


pide 


id 


The Embassy, on the first appearance of the ANSA story , tried without success 








to obtain some confirmation from SANE firm. Nevertheless, the mea aera 
effort led to subsequent conta with two SANE officials; Comm. Dott. ngelli, ; 


Director General, and G. M. B etto, whose position will be described below. 

‘From these conkee ts, Hoe following account has been received. 
1 ts vd E 

SANE was set up in about 1929 with funds provided by the Italian ireten : 

Ministry to handle | t e and ‘sBhipping involving the Italian possessions in ae /™ 


Offices were éstabli pat Cairo, Aden, Massawa Mogadiscio and many other 
in eastern Africa and the Middle East. The firm also reportedly became in 
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important in handling the movement of Moslem pilgrims to the holy places. From 
this the firm and its representatives earned a favorable regard in the Arab 
countries. Following World War II, the firm was for a long period inactive and 
was in semiliquidation, It continued to maintain offices and.to own property at 
several places, however... During the past two years it has become more active . 
because. of its connegt with the Brandt enterprises. The initials SANE originally 
stood for the name"Sofieta Anonima Navigazione Eritrea." The name has now been 
changed to "S.A. per il Commereio e il Traffico Marittimo con 1'Africa." The 
initials SANE, however, remain in use to draw upon the firm's favorable connections. 


The Brandt firm, which produces various types of munitions and armaments, © 
operated an industrial and motor transport center for the Saudi Government at 
El Khardj (near Riyadh). At the time of the Suez Crisis, the Brandt representa- 
tives, predominantly French, were arrested and expelled. SANE, with some repre- 
sentatives already on the scene, took over with its own personnel the Brandt 
interests in that area. Mr. Benedetto, as explained to the reporting’ officer, 
is the Brandt representative at Rome, with an office in the SANE suite. He super- 
vises all of SANE's activity in behalf of the French firm. According to Benedetto, 
when Brandt obtained Italian’ Government approval for SANE to take over Brandt's 
interests, the latter also received an option to ‘purchase gontrol of SANE. 


With its position in the Saudi court, SANE acquired sufficient influence 
through its deliveries of Brandt arms to be offered the petroleum and mineral 
concessions. According to. Benedetto » the Saudi Arabian Government would like 
to use SANE to handle an 
with Europe. Also, he indicated, the Saudis seek to receive further arms deliveries 
in lieu of : rentals and royalties on the concession. 





' Limongelli showed the reporting officer: a photostat of a document in Arabic 
soript and a photocopy of a translation both (the documents, not the photostats) 
authenticated by the Italian Charge d'Affaires at Jidda. He also showed the text 
of several pieces of correspondence between the Italian Mission at Jidda and the 
Foreign Ministry at Rome. According to these documents, ffeisal granted 
iineral concessions jointly to SANE and to General Edoardo Costa for the DJISAN 
and FARASAN areas and invited them to. come to definite terms on the concessions. 
This concession, which is apparently only an option,. was dated October 29, 1958. 
From other correspondence in SANE's possession, it appears that there is a verbal 
understanding that the precise terms must be decided within four months of that 
date. According to Limongelli, the Saudi Government has indicated that either 
of two basic sets of terms will be acceptable. These are terms similar either 

to the Agip-Mineraria-National Iranian Oil Co. (NIOC) or to the Japanese-Saudi 
neutral zone agreements. 






. Ldmongelli explained that General Costa is not really connected with the 
SANE firm, but was entrusted with commissions for SANE at several places visited 
recently by Costa. Costa could be induced to withdraw from the concessions by a 
cash settlement, the SANE official opined. 


Both Benedetto and Limongelli have asked the Embassy to assist them in obtaining 


financial backing and technical help in picking up the Saudi concessions. The 
Embassy officer has explained that the Embassy can provide the names of firms that | 


| 
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might be interested, but that the Embassy cannot approach these firms as an inte 
mediary as the Italians wish. The latter two would like to have their situation 
brought to the attention of U.S. oil companies, ‘but seem-bound to refrain from 

any action on their own. Moreover, both, for different reasons, would like to 

avoid the entrance onto the scene of ENI (the Italian National Hydrocarbons ree 


Mr. Limongelli states that he has been invited to several meetings in the 
past 10 days with ENI officials on this. matter. Obviously, he fears that if ENI 
becomes really interested, it would absorb- SANE and he would be out of a job. 
Howéver, because the Italian Governmeat owns SANE, Limongelli says he does not 
dare to make any overt move to bring about any other result, 


Mr. Benedetto is also anxious to preserve the identity of the SANE firm for 
two reasons, First, he states, is his desire that the very satisfactory repre- 
sentation of Brandt by SANE not be disturbed. Second, he states that the Saudi 
Arabian Government owes Brandt about $1,500,000 which Brandt hopes to recuperate 
through the continued representation by SANE. Benedetto says the Saudis are not 
anxious to deal directly with. ENI because ‘of its position as an agency of the 
Italian Government. SANE 16 also owned by the Italian 
Government has not been brought up or is not consi ered as important.) The Brandt 
firm is not ‘interested in getting into the petroleum business. However, according 
to. Benedetto, the Brandt principals would be willing to take up their option to 
purchase ‘SANE as a front for U.S. or other interests, provided that Brandt's repre- 
sentation would not be disturbed. 


Comment 


The reporting officer has been fairly convinced that the story presented by 
the two Italian businessmen is reasonably accurate. ‘In view of the circumstances, 
it is not considered likely that any positive developments will come out of the 
- SANE coneessions. The Embassy is net, of course, aware of the potential value | 
of concessions in the area offered to SANE. (3 nere is some indication that. the 
Saudi Arabian Government is offering mineral essions other than petroleun. ) 

It ‘would appear that interested international o%f companies prepared to accept 
terms similar to the Japanese-Saudi or Agip-NIOC agreements would be able to obtain 
rights. directly from the Saudi Government. This would be preferable to bailing 
out the Brandt and SANE interests, and buying off the Costa interests. The latter 
may also be trying to oo a favorable deal. The eae has no information 

on his current movements. 





For the Charge d'Affaires ad interim: 


Approved: | i Mert. W Capen 


Ye ener S. o> a Second Secretary of Embassy 
Randall S. Williams \ 
Chief, Economic Analysis Division 


cc: Amembassy Jidda 
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ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ofA8 GOVERNMENT 
OCTOBER 19 


Net Crude Runs from Field Storage During Month 


of September 1958 (Tons) 


Gross. Amounts Paid: 


Article 7 of December 30, 1950 Agreement 
Company Income Tax on 1958 Income 


Total Gross Amounts Paid 


Deductions from Royalty: 


t of Sau ernment Railroad 


ayment | 
Construction Costs 


tons from Income Tax: 
eer out oF 1903 Income Tax 


Total Deductions 





Distribution of Net Funds by Currencies 


U. S. Dollars 
Pounds Sterling 
French Francs 


Excludes payments of Customs, Duties, Licenses, Permits, 


Visas, Personal Income Taxes, and similar items, 


Amounts are stated herein in U. S. Dollars or U. S. Dollar 
equivalents per agreements. 


Dhahran, Saudi Arabia 
November 10, 1958 
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$ 6,945,110 


$ 500,000 


$18,656,521 


$ 10,125,8)1 
8,326,103 
583. 


$ 18,656, 527 
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FROM: NEA - caeny, Rountree j o y ay ) 
SUBJECT: Call on you by Mr. Fred A. Davies) Chairman of thé Board, \". & ye 
Arabigar American Oj1 Company ‘ 


Discussion: 


Mr. Fred A. Davies, Chairman of the Board, Arabian American Of1 
_ Company, is calling on you at his request at 2:30 p.m., Friday,. 
December 5. 


Mr, Davies has returned within the last month from Saudi Arabia 
and, as is his custom on his visits to the Ufiited States, is calling 


on various os offic 8 in Washington to exchange views on the Near i 
Eastern situation. 






. 2°52 of} 
Mr. Davies is ap Coe ie Arabian oil operations, having been 
the field ager of the original American operation in Bahrein in 1934. <> 
He was made’ president of ‘the Californi# Arabian Oil Company (predecessor 
to ARAMCO}in 1940 and Chairman of the Board of ARAMCO in 1952. His = 
headquarters are in Dhahran. ” 


We believe you will find it of interest to ask Mr. Davies's views on » 
the present political situation in Saudi Arabia, including his estimate 
of the present and future position of the King, the success of Prince 
Faisal's pregént efforts at financial reforms, and the long-term prospects " 


for ARAMC are a: Saudi Apabia. 


Mr. Davies,.on his bart, may ask~you about your general assessment of W 
the present situation in the Near East. He may also ask specifically, 
whether the Department is able to do anything in the case of the latest 
move by forces of a British-protected sheikhdom into Khor al Udaid, a 
point on the Qatar peninsula in dispute with Saudi Arabia. This move 
by police forces of Abu Dhabi threatens to revive again the dormant 
boundary disputes betweén Saudi Arabia and the United Kingdom; Saudi aan 
Arabia has asked the President of the U.N. Security Council to take_note \ 
of the matter, but has done nothing else at the moment. 


Recommendation: | ; \)J 
(a 1. That you ask Mr. Davies about: | hq, AN 
_ a. The present and future position of King Saud. Oy aa 
b. The ; 
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b. The success of Prince Faisal's present efforts at financial 
reform. , 


c. The long-term prospects for ARAMCO operations in Saudi Arabia. 


2. That, if Mr. Davies asks about the Near Eastern situation, you 
state that, while the area is generally quiet, there are serious points of 
tension and developments such as the rise of Communist party influence in _. 
Iraq which give us concern. We continue to hope for more favorable 
developments in relations among the Arab states and in our own relations 
with these states. We would welcome particularly manifestations from 
Traq and the United Arab Republic of a gemine desire for improved relations 
with the United States. 


3. That, if Mr. Davies asks about Khor al Udaid, you state that we 
continue as opportunities arise to express to the British ovr view on the 
desirability of a settlement of the problems between the sheikhdoms and 
Saudi Arabia. iven the importance which Great Britain attaches to this 
area, however, these problems are nct, in their view, easily solvable. 
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SUBJECT: SAG-Aramco Relations Oe R-s0sSD-¢ 


1958 among Norman Hardy, President, Arabian American Oil Company, the Consul 
General and Consul Lewis. 


' The calls of Mr. Hardy, who has just returned from leave, on the King and 
the Prime Minister were carefully planned and fully staffed in advance. They 
evidently were. made in the hope of establishing a new basis for rélationship 

between the Saudi Arabian Government and the Company. The Company has evidently 
decided to make the Prime Minister, not the King, its point of reference for all 
decisions affecting the affairs of the Company. The organizational pattern of 
the Government has indicated the need for such a decision, which has been finally 
made. The decision that Mr. Hardy will deal directly with Abdullah Tariki on de- 
tailled.problems before they are submitted to the Prime Minister suggests a desire 


to bring to the Prime Minister as many agreed solutions as possible. 


Although Mr. Hardy's experience has been primarily in the field of oil opera~ J 
tions, he evidently is to take a large hand in goverment relations. Mr. Robert 

Ie Broughem, Vice President for Finance and Government Relations, will leave oO | 

ahran in February to attend a special course of the Harvard School of Business 


O- 
Enclosed herewith is a copy of a memorandum of convérsation of December , 
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: MEMORANDUM OF CONVERSATION 


December’, 1958 





Participants: Norman Hardy, President, Arabian American Oi] Company. 
- Walter K. Schwinn, Consul General, Dhahran. 
Ralph K. Lewis, Consul, Dhahran. 


Subject: Conversations with and Prime Minister. 





Mr. Hardy called at his : 


8%. 
. just returned from a call on Gener 


Mr. Hardy began by saying that he had 
Clark at the mp ‘Where he had gone to 












ries ‘arranged for the 

“Riyadh. He said that he feared that political 

Be, par oe oe on ey op igEecr pan period, 
ed that Aranc be Paes a. position in which 
speak to such qieftivoe e or to decline to do so. He re- 

Ae ant teen, ca cate te ee of Sandi Arabia and that he 

was not convinced that garbled reports of talks by Aramcans would not leak out. 









He then spoke of his visit to the King on Sat » November 29 at Uray'rah, 
Dsicier 2 Ta: Eee ae cliies cot Set tale Conden ‘Despatch No. 2355 
a. 2, .1958) e, Hardy poin On pris waa a first call on the 
held ee. Fred A. Davies 





had on visits to the King, bées « igaber of the sntoutages now he was speaking 
for the Company. . 


In order to lift the conversation above trivialities and at the same time 
to avoid discussing the business of the Company with the King, rather than with 
inister, H.R.H. Amir Faisal, Mr. Hardy opened. the subject of the poli- 
rei in tte Near East. The King p Z 
tien be moved fran the large majlis, in Wish des teq’er fifteen Saudis were 
sitting to his trailer. Only Jamal Bey Hussaini accomip: 









‘Mr. Hardy then pointed out that in recent years nearly every country in the 
sesat MANIK: <- ied'ahe SRELADMING ot the’ crisis in its affairs, whereas 





The rela af Greaiiien is in the weneavele, Ge eae Westie of the United 
States may have had and to what extent the tension in area springs from conflicts 
among the Arabs themselves. 


| In reply the King said that Coumnism unquestionsbly has played a great 
role in creating disorder in the Near East. He said that the greatest blunder 
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of the United States is its past and continuing support of Israel, whichis a | 
boil on the body of the Near East. Finally, with regard to conflicts among | 
Arabs, the King said his hunting trip was not in search of gazelle or bustard, 
but tribal leaders. He said that he had seen forty-six thousand persons on his 
current tour, spent two million riyals -- “it used to be much more® -= on tribes 
and prisoners and had. removed some incompetent: or ailing shaikhs. He seemed to 
believe that he had greatly strengthened his position with tribes. 


At the request of the King, Jamal Bey reported to Hardy on his recent visit 
to the Yemen two weeks ago. He found conditions there in grave deterioration. 
The Imam, who is more "skin and bones", is seriously ill and will seek a cure 
outside the country. Jamal Bey did not refer to the relative position within 
the country of Badr and Hassau. 


Mr. Hardy said that the Jamal Bey rr a discussion of company affairs, 
in which he declined to become involved. 


Mr. Hardy saw the Prime Minister on December 3, accompanied by Salch al-Fadl, 
as interpreter. Mr. Hardy pointed out that he wanted to be accompanied by Fadl 
as evidence of the high rank to which Saudis have arisen in Aramco. 


Mr. Hardy began by saying that this was his first meeting with the Prime 
Minister in his role as Executive Officer of Aramco. Hé said that he desired 
to create the utmost confidence between the Govermment and the Company. He 
expressed admiration for the way in which the Prime Minister had improved the 
financial position of Saudi Arabia. 


The Prime Minister expressed appreciation, saying that confidence had not 
always been rewarded. Pressed for a more precise statement, the Prime Minister- 
referred to the Onassis case, indicating that he still felt resentment at the 
failure of the Company to respond to his proposal of a postponement. 


Mr. Hardy said that it is unfortunate that men in the position of the 
Prime Minister and, to a lesser degree, of himself seemed obliged always to 
deal with disputes and disagreements. He cited the need for a somewhat broader 
view than disputes and disagreements give. “He sought and obtained the pexrmis- 
sion of the Prime Minister to bring to him occasional review of the policies snd 
the actions of the Company that did not concern disputed points but that revealed 
the whole contribution of Aranco to Saudi Arabia. 


Mr. Hardy then sought the permission of the Prime Minister to take up with 
Abdullsh Tariki many of the details of matters involving the Government and the 
Company. The Prime Minister agreed. In response to a question from the Consul 
General, Mr. Hardy said that he intended himself to reach understandings with 
Tariki on many problems. He added that the Board of Aramco had in recent meet- 
ings given clear decisions to several policy questions so that they can now be 
discussed fruitfully. 


Mr. Hardy then raised the case of William S. Morrison, ee has been re- 
ported separately by telegran. 
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CA- 5056 December 9, 1958 =e 
Activities of SANE in Saudi Arabia = F 
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American B —s 
RPTD-INPO : cs — 
ats ABS ee 559 vg 
Ref: I sy rome} tidlieceic 1499,’ November 10; repeated 4 
information Jidda 11. : 3 
Enclosed is the text of a letter received by the Department - é 
fran a reliable source in the American petroleum industry. It 
concerns the organization of the Societ&é Anonima Navigazione 
Eritrea (SANE) and was prompted by reports that SANE has received ou) 
_ exploration rights from the Government of Saudi Arabia. 4 
The information contained in the letter appears to supplement }> 
that contained in the referenced telegram, The Department would ba 
welcome the Embassy's further comment. is 
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ENCLOSURE 


You undoubtedly are acquainted with the press reports concerning 
the granting of exploration rights by the Arabian Gov erment to 
Gen. Edoardo Costa of SANE Company. The press has mentioned an 
area of 10,000 square miles situated in South Arabia, near ft the 
border between this country and Yemen. 


This news has been confirmed to us by the SANE people. Further, we 
have collected the following information regarding SANE. 


1) SANE (Societ& Anonima Navigazione Eritrea) is establ- 
lished in Rome: Via Marche, No. 1 
2) The activity of the Company is the import and export 
of goods with Africa and Near East; 
¢ Gapital is Lit. 81,340,000 owned by Italian Government ; 
4.) Members of the Board are: 
Amb, re G. Cora, President 
Mr. N. Bottari, Director 
Mr. G. Innocenzi, Director 
Com. te E.'Jnsom, Director 
Mr. E. Linongelli, Director 
Gen. A. Mannerini, Director 
Am. re G. Rocco, Director 


Gen. Costa does not hold an official pesition in the Sane Company 


but he is operating as a broker and in such a position he offered 
the above mentioned exploration rights to SANE, 
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FROM : ostined ai Consulate Genesell, Dhahran 


TO : THE DEPARTMENT OF STATE, WASHINGTON. 












OTHE 
LABS Cow -/o We: 
suBJEcT: Dismissal of Employees by the Bahrain Petroleum Company’ {BAPCO 






The reporting officer spent the period December 7~ “230 in; Bahrain and int the 

/ course of conversations with merchants and other.locals heard rép fe! 
to the large dismissal program at the Bahrain Petroleum Company (BAPCO).~ “fn an’ 

effort to ascertain the facts, company officials were contacted and eer con-_ 

cerning the ic id of the reports. 


“2 

= 

Be r 
5 cath 


According to sadaauieioar officials, the company is going to dismiss over the nextOl 
six-eight months an as yet undetermined number of employees; however, most of the ~~ (N 
group to be discharged will be unskilled laborers, "deadwood". according to the com- ~~ 
pany. The majority were hired in the period during and immediately following World — 
War II when unskilled labor could be obtained for IR 1.50-200 per day; however, they by 
now receive salaries of pl Nia gona IR 10 per day. These men were hired as 
mechanics helpers and cleah-up men, being.used either to wipe tools and hand them to — 
mechanics or to police the grounds; and have not ee beyond that stage of 
develoyinertt. —*. ya 

The number to be dismissed will be between 200 - 500; however, no definite 
figure is available at this time. The program was not initiated to effect a per- 
gentage cut in tHe number of employees but rather to eliminate inefficient and un- 

ductive employees. All persons so. dismissed are being given a termination settle- 
ment based on salary and length of arene with the company. 


Prior to undertaking the program, company officials discussed it in its. sani vatcy 
with Bahrain.Government officials and obtained their cooperation. A full report on 
each man dismissed is sent to the Government Labor ‘Office, and a representative of 
the company is in frequent contact with the office to handle any complaints. that 
‘arise. Of an approximate 20 dismissed last month, only two, according’ to BAPCO 
registered a‘ complaint with the labor office. 







| oF 

COMMENT: . The rumors are circulating in the suq and among the taxi drivers that the 

company is planning to dismiss 3,500 employees, while at the same time grt a 

Indian, Pakistani and Somali laborers for employment. The reasons given for: thi 

ranged from claims that the foreigners will work for less to lant. wre rks that 

company opposes the training of Bahrainis for key positions in ordet 

oneuaeent for British and Americans or for foreign imports who ean be controlle 
gh threats of deportation. In essence, the program is thought to be-pi 


| vou inane" the exploitation aaa iia ces of the Bahraini labor. The 20m con 
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explained that great care is being taken to insure that all employées are either, 
| B | 





ahraini citizens or have valid work permits. The Government seems also to be 
blamed, several remarks having been heard to the effect that the ruling family has 
done nothing to insure that the profits from "Bahraini oil" be used to develop 
Bahrain. The remarks seem to be inspired by the most vicious type of -propaganda 
and to be based solely on emotionalism. When the remark about 3,500 being dis- 
missed was repeated to a BAPCO management official, he stated that that figure 
represents nearly half of the total employees of the company. Management showed 
little concern over the rumors, apparently having become used to this type of thing 
over the years. 


FOR THE CONSUL GENERAL: 
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Qil Director Tariki Speaks to The Press on Aramco-Saudi Relations 


For the second time in three months, Shaikh Abdullah Tariki, Director *y) 
Petrolewn and Mineral Affairs, has granted a press interview to the leading 
Saudi daily newspaper Al Bilad Eee The interview was given prominent 
front page space in the issue o r 18, 1958 A translation of the 
interview is attached as an enclosure. 


The views of Shaikh Abdullah, as expressed in this interview, are moderate 
and give a balanced picture of the respénsibilities of the Gdévernment to Aramco 
as well as those of the company to Saudi Arabiae He urges the immediate 
establishment of a petroechemical industry to assure the industriaJfuture of 
the country. Shaikh Abdullah then laynches into a general review of his 
philosophy of “integrated operations", “i the Japanese-Saudi Arabian 
soncession as the model for futur# orn aca ee. as it 
permits the Government of the prqgm tos 
and profits from the well to the: 
Aramco concession agreement shoj 
conditions and everything the Gd¥é 2 
Japanese concession agreement. In answer to a question, € 
said the Go nt must create a class of technicians te assume Tesp . 
for operati troleum industry when the various concessions revert to the 
Govermmente conclusion, he expressed confidence in the ability of Middle 
Eastern oil producers to compete price-wise in the competitive world market, 
citing as examples the sale of Saudi oil to Argentina and Brazil and imposition 
of protective quotas by the United States to protect high-cost American 
producerse 
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Enclosure t 


anit fh of Al Bilad. —_ 
dated December I8, 1058. 
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THE PRESS REPORTS ON SAUDI ‘OIL 


Twterytiew of Shaikh Abdullah larigqi,- Saudi 

Director General of Petroleum and Mineral 
Affairs, by Sulaiman Qadi, Al-Bilad © 
al-Saudiyya, December 18, 1958. 


What is the main work of The Directorate General of O11 and 
Mineral Affairs? 


The main work ef The Directorage General of O11 and Mineral 
Affairs is the supervision of concessions granted to companies, 
the determination of conditions under which new concessians 
will be granted, and the issuance of regulations concerning the 
oil industry which specify relations between the state and the 
concession, holders. kas : , 


Among the main objectives of the directorate is exploration 

for minerals and the attempt to exploit them either through 

the . Government, through national. companies, or through foreign . 
capital. The goal is the insurance of a resource on witich the 
state can depend besides oil. Among the most important 
objectives ‘of the Directorate is the establishment of petro~ 
chemical industries. This is a great new field for exploiting 
natural gases which are usually dissolved in oil when it is 
underground where the pressure and temperature are low. 

believe in this Directorate that. this field is worthy of the 
greatest consideration. .It is imperative to start industrializing 
the country by means of it because most of these gases which are 
not reinjected into the ground are wasted in the air and lost 
by the country. Therefore, we see that it is the duty of the 
Government. and the concession companies to. be concerned about 


. this gas and its transformation into a resource oe which both 


capital and the country will benefite 


~ 


They say so much in newspapers about a dispute between the Saudi . 
Government and the Arabian American Oi1 Company concerning the 


Government share in company activity and in its owners! 


activity in transportation, refining, and marketing oil and 
we believe that our readers have the right to know the truth, 
4f you will be kind enough to explain it in a way to be under- 
stood by theme — 


In fact @here is a dispute between us and the American. 4rabian 
Oil Company in interpreting the concession agreement. We say 
that we have the right to profit from all revenues resulting 
from our oil from the day of its production in the oil fields 
to the day of its consumption as mechanical power in cars and 
factories. In other words, we believe that we have the right 


to obtain— 
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to obtain all profits resulting from these operations, and 
that we have the right to undertake our’share of necessary 
expenditures for them so that our contact is direct with the 
dealer and the consumers 


In our point of view the cotntry's future depends on our 

direct. contact with markets through which we can deal with the 
countries concerned in any way that we feel is in our interest. 
Aramco believes that at present this is not in the interest of 
the country, the company, or its owners, particularly since the 
owners are the ones who do the marketing, most of the transporta- 
tion, and undertake the financial risks. We believe that an 
agreement with the company on these points will result in good 
relations between us which will last to the end of the concession 
period. We will inevitably arrive, with God's permission, at 
what is the country's interest but at the same time we will 
maintain the company's interests because the policy of our 
Govermment is to preserve the rights of both sides in a manner 
which will not hurt either party's rights. 


The newspapers coming from abroad state + the agreement 
concluded between the’ Government and the Japanese company has 
raiséd a clamor in foreis Sarat It is said that this 
agreement has transférmed policy in the Middle East to 
anew level. What are te distiaanve characteristics of the 
Vapanese. "tales which differentiate it from previous oil 
agreements 


Vat we ‘have in this agreement is oar tne what we request. from 





SOUNEGH, oo that a mations) industry 
will contizne to be held by this sade 


— the granting of the beh irae concession to Aramco, or 
the: Arabian ny as it was then oh a international 


oh tines prosperity 





the original t have been made, and we still believe 
in the possibi cig of further amendment in the State's interest. 
Do you think that this is a suitable time for amendment? 


Every agreement concluded between any Government or any country 
and foreign capital is cencluded for the benefit of both parties. 
The capitalist makes a prefit and the ower of the natural 
reseurces. gets them exploited for the benefit of its people and 
goverment. If the agreement fails at. any time to achieve all 


es for both parties it will not be considered useful as s of 


that aa 


Question 5: 


Answer t 
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* that time. Therefore we believe that most agreements of this 
kind do not remain solidly as originally written but evolve 
by amendment to match the times. This happened to the original 
concession agreement. Such an agreement is not unchanging but 
evolves in the interest of the country. An amendment will be 
made in the near future in the interest of the country but at 
the same time protecting the rights of capital. His Majesty's 
Government is concerned about its interests and will spare no 
effort in gaining them for the country while preserving the 
rights of capital. 


We understand from your answers to the previous questions that 
you believe in the necessity of converting the oil industry 
in the future into a national industry or to establish in the 
country national industries based on oil production. What 

are the steps which/have taken to insure success in this? Is 


you 
there any planned policy to produce technicians from our citizens? 
And do you beliege that there is a public Arab consciousness 
which appreciates the ortance of the oil industry for. the 
future of Arab countries 


Undoubtedly we cannot handle the oil industry by ourselves 
unless we prepare ourselves for ite We. should spread conscious- 
ness of this among the citizens, urge them to work in the oil 
indus and create in them knowledge of the importance of the 
raid giiped' by cll in cur life by explaizing to them the profits 
and’ gains which they will obtain personally if they will follow 
that direction. We see at present that oil is the most important 

existing industry. We and the Directorate General of Qil and 
Mineral Affairs have realized this fact and we attempt, by all 
means, with the assistance and guidance of His Majesty's Govern- 
ment, to create a class of technicians from our citizens and 
our Arab brothers, We have at present a considerable number of 
Saudi-Areabs and other Arabs who work and train in the oil and 
mineral industries in this country. We also have a number of 
students studying in. American universities. With the govern- 

nent *s encouragement and support we are sending students abroad 
every year to study the oil and mineral industry and all 
related fidlds. We strongly hope that we will have in the near 
future a considerable number of citizens and brother Arabs who 
can insure a flourishing industry for the countrys 


Is there any exact technical control over the quantity\of 
production and export of o11? Are there any oil wells dis- 


_ covered but not yet exploited? 


Yes, there is technical control by us over the vecdunbiten and 
export of oil. There are also wells discovered whose 
exploitation we hope for in the near future, with God's will. of 


en 
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Question 7: Is it true that Venezuelan oil has invaded the markets where 
the ofl of the Middle East and especially Saudi oil has been 
sold? 


Answer: °* The contrary is the truth. Middle Fast oil at present can 
arrive in Venezuela almost cheaper than the oil produced in 
Venezuela itself. Proof of this is the fact that Middle East 
oil is now sold in Br@zil and Argentina rether than Venezuelan 
oll, They are all Latin states in the continent of South 
Americas We understand from this that the cost of one barrel. 
of crude oil produced in Venezuela is many times higher thay 
its production.cost in the Arab Gulf area. The average 
production of Benezuelan oil wells is 300 barrels whereas $i ig <- 
6,000 barrels in the Arab Guif areae 


There’ is no oil so far in any place in the. worla wich oe 
eats with the oil produced the Pgs hate ps 
dy would arrive at Eastern and py parte 
er than American oil itself. maetes. America has taken 
the necessary measures to.protect its oil from the invasion 
of Middle Fastern oil in its own land. 


Question 8t The Government of shaded taken a new step in the field of 
: oil a snts concluded between it and Foret g. companies. It 
is said that this step is aimed at an amendment which agrees 
with its national. terest and-which give these companies a 
national color through which they will be subject to Iraqi 
administration. Why does the Saudi -Go not take such 
steps or similar steps, such as not allowing Aramco to import 
much of its equipment and materials and to give the import 
‘Tights to Saudi companies with Saudi capital from which Aramco 
will purcliase equipment subject to specifications and terns 
agreed upent ) 


Answer? There is an agreement between us and. Iraq conoluded in Riyadh 
in August 1953. Its object is the exchange of information 
concerning the oil industry and the exchange of points of view 
on policy towards the tte the ete, coe the two 

_ country's interests regarding the producing c es, since 
the same companies operate here and in Iraqe 8 agreement 
has proved to be vital for the accomplishment of the objectives 
for which it was concluded. If there is in brother Iraq what 
you claim it will inevitably have a repercussion in our country. 
Until we know exactly what happened in Iraq officially, in 
accordance with the agreement we cannot express an opinion on 
the subjects 


As to the last part of your question, the Government of His 
Majesty has requested Aramco to make most of its purchasing 
locally, as far as possible, to encourage our citizens to 
importe. In order to be just to the company we should say that 
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it has taken considerable steps in this directione In | 
general any cooperation the company shows is appreciated by 

the Government. We hope that the company is successful in, 
making more pEeeyee for the country in this field. 


I wanted more information from him but 1 found that. His 
Excellency Mr. Tariqi”had taken a stick, and. was pointing to 

a map on the walle He started to show me the existing oil 
fields. His magic stick stopped by the Ghawar Field, the 
longest field on the surface of earth cohtaining more oil 
reserves than any other place in the world, as if he was asking 
me whether I wanted to discuss thaf Field. But I preferred 

to stop at this point though I really wanted more information. 
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supsect: Arabian American 0il L Company (Avene) Payments to the Saudi Government, 
October 1958 - 









| inclosed : is a statement of the payments of the Arabian American Oil 
(Aramco) payments to the Saudi Arabian Government for the month of October 1958. 
The figures were obtained from Aramco and are official. 





Stat. of Payments 
ce: Amembassy, Jidda 
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ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
NOVEMBER 1958 


Net Crude Runs from Field Storage During Month 
of October 1958 (Tons) 


Gross yimounte Paid: 


yo 


Company Income Tax on 1958 Income 


Total Gross Amounts Paid 


Geabtraction Costs 


Deductions Prom Income Tax: 
Issigunent out oF TOe8 “Income Tax 


Total Deductions 






remait Railro‘ad 





‘Distribution of Net Funds ty Currencies 


U. S. Dollars . 
Pounds Sterling ° 
French Francs 


Excludes payments of Customs, Duties, Licenses, Permits, 
Visas, Personal Income Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar 
equivalents per agreements. 


Dhahran, Saudi Arabia 


| December 10, 1958. 


|__ conrrpEvrTaL | 


Encl, No. 








4, 215,552 


$ 6,986,217 
18 ,036 17 


$25,022 ,63) 


$ 500,000 
6,500,000 


$ 7,000,000 


$18,022,639). 


$ 9,446, 08) 
8,371,967 
201,583 


$19,022,654 





Tesearam = Department of State 
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| DEPARTMENT PASS TO USAF yo 
_ Tapline representatives called at Embassy today to solicit 
CIA opinion on conflict with Saudi Government arising out of ex- 
OSD istence of air strips built by company at pumping stations 


AIR at Turaif, Badanah, Rafha and Qaisumah. 


Following information provided by Tapline's background, at 
time air strips built Tapline agreed pay costs of Saudi off- 

_ iclals who were "reasonable, necessary and exclusively for 
the undertaking". This was necessary since at time air strips 
built in 1948 and 1949 area virtually uninhabited. 


6SS1-1/egcz *voge 


In 1951 Saudi Government asked Tapline to support 1200 man 
military froce which they stationed in north at time of Pal- 
estinian crisis but accepted Tapline's refusal. Tapline has 
consistently avoided any engagement with Saidi Government aol Q 
volving support of military personnel. oO 


Saudi Government has now decided to station seven man airport a 
team at Turaif strip headed by military officer, Smaller team 
will be stationed at other strips. Tapline not clear as to 
constitution of remaining members of teams. Saudi Government 

is demanding Tapline pay for these men and their support. 

They estimate original cost at 600,000 mals plus annual ex- — 
penses 300,000 rials. . 


For Tapline financial aspect is secondary. They are prdeerity 
apprehensive of becoming involved in support of militaryeops 
ations of Foreign power. Payments in this case would ES: na de 
, to Saudi Defense Ministry through Saudi Arabian monetary alm 
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CONFIDENTIAL 
-2- 3007, January 15, 5 p.m., from Beirut. 


Tapline has indicated to Saudi Government willingness to turn 
strips over to them and pay normal landing fees for their use. 
They average slightly over one landing per day at strips which 
are also used on twice weekly basis by Saudi airlines to serr 
vice commmities which have grown up around pumping stations. . 


Tapline tells us they estimate they have maximum of two weeks — 
to settle matter with Saudi Government. They request Depart- 
ment's advice soonest. A€ moment they do not wish Department's 
intervention or any indication US Government informed. What 
they hope to get from Department is something which will 
strengthen bargaining power with Saudi Government such as in- 
dication US Government does not condone support of Foreign 
military operations by American companies. 


Max Carter, Tapline and Aramco representative in Jidda, expects 
review problem with American Embassy Jidda January 19. 
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FROM: Dhahran 
TO: Seoretary of State 


NO: 382, January 20, 5 p.m. 


SENT DEPARTMENT 382, REPEATED INFORMATION JIDDA 261 ‘pe ret 79. 
Re DEPTEL 526. 


Subject reference telegram discussed discreetly with senior 
ARAMCO official most closely concerned who beligves Tapline's 
fears they will be supporting military forces - of foreign power 
groundless. He agrees with Tapline that osed teams not 
necessary and not “extlusively for the undertaking". Teams 
ebaply being established by Minister Defense and Civil Aviation 
as part of reorganization Civil Aviation program and may contain 
anne, military personnel who assigned essentially -‘fon-military 
tasks. 






ARAMCO and Tapline now in process seuakianinn agreements with 

company air operations in Saudi-Atabia:~ Tiese 
axyacterized as Most satisfactory. Official 

cout tered SAC ‘Should not get wind USC intex@st which could 

make negotiations more. difficult or cause them collapse. 





CONGEN does not perceive how USG interests pula be adversely () 
affected if Tapline agreed to pay suppert costs these needless 
units: However, failure ARAMCO-SAG negotiakéons as result SAGS 
unhappiness aver Tapline refusal te pay might jeopardize prese 
satisfaction ARAMCO-SAG aviation arrangements, to detriment 

resources in area, which particularly ewes if fevacuation ial = 
should be required. 
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FROM: Jjidda 
TO: Secretary of State 
NO: 657, January 21, 4 p.m. 


Department telegram 690. 


NR ARAMCO Jidda representative (protect source) reports Tapline 


officials conveyed misleading impression by emphasizing Saudi 
Airport team Tuxraif ‘would be headéd by military officer, as 





reported Beirut's 3007. Military use or staffing airstrips -. 


not raised dur ing Suhidi-Tapline: negotiations Jidda as possi- 
ble problem. Following scrambler telephone conversation to: 
Dhahran, ARAMCO Jidda representative gents g several ARAMCO 
representatives had gone to Beirut last week to urge Tapline 
reach eement with SAG following reasons: AMCG has worke 
out mutually satisfactory draft agreement with SAG. cov 







ering 
ARAMCO's: domestic .adreraft: agtivities... Ituise SAG. Cauned2 Minister' a0 


wish, according company Jidda representative, have air agree- 
ments “ARAMCO. and Tapline presented Council together for final 
approval. ARAMCO has been operating for. years without agree- 
ment and most anxious have satisfactory draft agreement . 0 
approved. Jidda representative confides Tapline "not happy" 
because stationing airport teams will cost them money with- 
out any return, but prepared work toward agreement in appre- 
ciation ARAMCO's wishes. 0 attorney Jack Curry now... 
Beirut assist drafting acceptable agreement. ARAMD consider 





d 


8. 


Tapline action raising irr@tevant military aspect problem with 


Embassy Beirut unfortunate, Ministry Defense and Aviation 
has jurisdiction all. Saudi airfields and common practice have 
military officers serve as’ aivil directors airfields. 


Embassy believes important first step is for Tapline and 
ARAMCO to reach agreement, Max Carter has not yet returned 
Jidda for discussion with Embassy. 
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TULLIO PASTORI 7 BY ALB MALL | 
Via | pits 27 R r <ategg 
; Asmara, 24th January 1959 


Mr, RICHARD NIXON, Vice President 3/57 nee 
of the UNITED STATES OF AMERICA aned 3] cB i 1959 


— | Ane a TR 
Bs et 





Dear Sir, 


GIA Su} 3 
Wo YUB trod 2 


og ISDu 


5 
J 

srt : 

= ~ = 24% s Privy 
ey, 


I sincerely apologize, Mr, Vice President, if I 
~ dare to submit to your kind attention the following facts.- 
But before doing so I have to introduce myself as a Mines 
Expert who has directed and organized the British Expedi= - 
tion in Danakil Territory (Ethiopia) during the year 1928, 
under the name of the British Engineer, Geologist, Mr. 
Ludovic Nesbit, who for this expedition has written a book 
under the title "Desert and Forest" (in Ttalian "Dancalia 


| 
= 
et 
s 
2 
5) 


1 


Esplorata),- 


Let me come now to the fact : 





In the far year 1922 I delivered in Addis Ababa . 
to the then American Consul Mr, FARRELL a report giving him > 
informations about propable petrol layers in Saudi Arebia.- 7 
I submitted such report to the said gentleman at the end of Ol 
long journeys and expeditions throughout the Saudi Arabia a | 
Territory, where my experience and my profession had noticed “\ 
the characteristic marks of petrol layers,- . rs 


‘report that I deli= 
informations were 


“compensation should 








Mr, Farrell thanked me f 
vered to him and said that in the cag 
to be found of some interest, certain 

jf be given to me by concerned people or 





panies .— 





\ 
Asmara, 24th January 195) 
—_ 2 ee 


Mr, Richard Nixon, Vice President of the United States Of America 





At that time in Addis Ababa, I knew Mr, Farrell who was | 
a well known official of great knowledges about African and Mid= ae 
=) 
east problems, also he was a very clever linguist: who could easily | 
-52 
and fluently speak several African and Mideast Lengugen.~ Bs 
. 26 

a 
More or less, about thérty years ago, I was informed 3 


that Geologists of an American Company went into exploration 
on the sites that I dasclosed with my information to Mr, Farrell, 
the same sites where an American Petroleum Company or Companies, 


later on, started and to-day are continuing the exploitation 
of petrol from the under soil,- 


goose 


If the American Companies are exploiting petrol on the 


place that I disclosed, it seems to me that a compensation 
- should be paid to me,- 


Not long ago I contacted the American Embassy in Addis 
Ababa, in order to find out the report that I delivered to ur. 
Farrell, for the purpose to check on this way my to-day's decla= 
rations, but there I was told by officials, that documents old 
_ more than 30 years ago have been sent to the United States for 
filing,.- , 
I shall be very grateful to you, Mr, Vice President, 


if you will kindly give me some reply on this matter after ches 
cking the exactness of my statement, ~ 


With many thanks and with due respects, I remain,- 


Yours faithfully 
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‘February 4, 1959 





To; Office of Congressional Relations 
Department of State i 


From: Robert E. Cushman, Jr. 
. Executive Assistant to the 
Vice President . 





‘Enclosed for your consideration and 
such further action as you may deem 
appropriate is a communication from: 


Tullio Pastori 
Asmara - Eritrea, Ethiopie 
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FOR YOUR INFORMATION 
| LWATIAL FOR CLEARANCE 
| MT WECESSARY ACTION nee 


REMARKS OR ADDITIONAL ROUTING ake A 
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. While we appreciate the despatch you located for 
us with reference to the attached letter, it does not 
furnish. us with ee to the passt tie question of 
the writer. What w cific eed to —— is 








SUT a ‘ mcricce or 
beurs-out Hts "tlaim that the Consul, Mr. Farrell, gave 
Pastori any 2 assurances in exchange for information 
about petroleum in Saudi Arabia. 


> 
FROM (WAME AND OWGAWI ZATION) . ROOM NO. AND 8LDG. 


T. Reid, III  -L/NEA - 1260-A NS 
ill SIGNATURE” , ' | PE PRs 
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FOREIGN SERVICE DESPATCH 


FROM : American Consulate General, DHAHRAN 


TO i THE DEPARTMENT OF STATE, WASHINGTON. 


Lite, gest 












Aramco's President's Intended Trip to US 


SUBJECT: 


Limit SSS Protect Source. ‘ , | 


In a conversation with the Consul General on January 26, Mr. Norman Hay, 


President, Arabian American Oil Company, said that he intends to leave for the 
_ United, States on February 6, arriving, after a brief "tourist" visit to Cairo, 
* on February 12.:. In New York he will meet with Mr. Fred A. Davies, Chairman of 0) 


the Board of Aramco. . . ; 


The purpose of the visit. to the United States is to discuss the problems ro 
now facing Aramco with the leaders of each of the parent companies separately. on 
In the past, the problems have been presented at the regular meetings of the 
Board ef Aramco, where representatives of the parent companies often heard of Gi 
them for the first time. Unaware of their implications, these representatives ~ 
often’ took a conservative, even negative, attitude. 


‘The hope of Mr. Hardy is that by familiarizing: the parent companies with  [.) 
some of the problems in, advance, more positive results may emerge. Mr, Hardy SJ 
describes himself as a missionary in thie venture. He declined to enumerate Ol 
all the matters that would be discussed, except to say that they. were many, © 
but he said that the -pricing problem and the Sidon problem, currently quiescent, 


are high on the list. 


In commenting on criticlem: by Zaki Saad concerning the policy of the Com- 
pany with regard to the debts of the Saudi Arabian Government, Mr, Hardy indi- 
cated that he is hopeful that the Campsny may take a more liberal position. 

He said that no good came fron pursuing courses in which everybody loses. 


Mr. Hardy said ‘that the plans relinguishment are under continuing study. Cc) 


He agreed that relinquishment in southeast aaah might contribute to a “oe 
baadary settlement in the area. ; ie 
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PRIORITY (Security Classification) 
: FOREIGN SERVICE DESPATCH Ffea. 2553 
| To/ ideal J 
FROM : American Consulate General, DHAHRA 7 


“> DESP. NO. 


TO ¢ THE DEPARTMENT OF STATE, WASHINGTON. 


<f dq ysnus yuswins0g 


SUBJECT: Arabian American 011 Company ess Anmal Report for 1958 on 





Saudi Arabian Economy <( fileug- 5 foie-/ o 

Enclosed is the text of the survey of the economy of Saudi Arabia for 1958 o 
that has been prepared by the Economic Department, Arabian American Oil Company | ao 
(Aramco). The report, which is issued at year end in place of the customary | 
quarterly report, covers seven specific topics, as follows: Bd 

1. General Review of the Economy in 1958. a 

2. Payments to SAG. : P 

3. Economic Development Committee. ms 

he orts. Ol 
Imp oO 

5. Prices. 

6. Cement. 

7. The Port of Dammam, 

The report states, in summary , that "The Saudi Economy remained fairly stable 
throughout 1958: There were drops in some types of economic activity, such as con- . r- 
struction and the importation of goods from abroad, and modest increases in other - 
fields, such as oil production and sales of liquid petroleum gas. The Government 0 


halted “ate drift toward financial catastrophe, most noticeable in 1956 and 1957; 
and the resulting controls imposed by SAG on Government spending, on imports and 
on currency remittances led to a generally sideward movement in economic activity 
during the year." The Consulate General has nothing to add to this summary and no 
disagreement with the report as a whole. 







In compliance with the express wishes of Aramco, the Consulate General requests | 
that this despatch and its enclosure not be diss @minated to foreign fs j 


Encls oe Economic Report for 1958 Co Walter K. Pacer. $ Ghonreny 


ec: Amembassy, JIDDA American Consul General 
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; ANNUAL ECONOMIC REPORT FOR 1958 | 


Table of Contents 


1. Review of the Economy in 1958. 
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3. Economic Development Committee. 
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6. Cement. 
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1. Review of the Economy in 1958. 


The Saudi economy remained fairly stable throughout 1958. There were 
drops in some types of economic activity such as construction and the importa- 
tion of goods from abroad, and modest increases in other fields such as oil 
production and sales of liquid petroleum gas. The Government halted its drift 
toward financial catastrophe, most noticeable in 1956 and 1957, and the resulting 
controls imposed by SAG on Government spending, on imports and on currency re- 
mittances led to a generally sideward movement in economic activity during the 
year. 


SAG attention throughout the year was focused upon Government finances. 
Under the aegis of the Prime Minister and with the assistance of Ahmed Zaki Saad 
and Anwar Ali a sustained effort was made to determine and consolidate Govern- 
ment debt, evolve and put into effect a balanced State budget, stabilize the 
riyal and increase its.backing, cut Government expenditures, run Royal projects 
(such as hotels and stables) on an economic rather than a personal basis, and so 
forth. These types of innovations are not easily introduced. Nevertheless, 
success was achieved in reversing the depreciation of the riyal, controlling some 
Government expenditures and preparing a budget which was published Jamary 1}. 
According to an official statement issued with the budget, SAG financial accom- 
plishments during the first six months of 1378. (approximately the last. six months 
of 1958) include a currency gain from open market operations, a substantial re- 
duction in Government debt and an increase in the cover for money in circulation 
from 14% to 51%. (According to SAG regulations, the cover is supposed to be 
100% at all times.) 


As a consequence of the open market operations of the Saudi Arab 
‘Monetary Agency (SAMA), the average value of the riyal increased 5% from August 





a: Page 2 of 
. Endl, Nob 
, (Classification) Desp. No... 317 _ 
2 Fro: 
December. Thus the riyal which over the year was weaker in 1958 than in 1957 
ended the year stronger than it had been during the last four months of 1957. 
chart depicting changes in the value of the riyal appears at the end of this 
section. 


Lack of funds, coupled.with the Government's concern regarding financial 
matters, led to a slowdown in expenditures on Government projects of a development 
nature, -such as roads, dams, hospitals and schools. Sizeable Government projects 
on which some progress nevertheless was made include the improvement of the Port 
of Dammam and the construction of several highways in Western Saudi Arabia. 

Work also continued. on a number of private development schemes including the 
Jaizan agricultural project, the construction of a large cold storage plant and 
a one hundred ton per day gypsum factory in Riyadh, and a brick factory at al- 
Kharj. 


_ Under the new “import regulations introduced in late May, SAMA since 

has made available each quarter about $20 million in foreign exchange at the 
official rate of exchange for the importation of necessities. Importers of other 
commodities have obtained: their foreign exchange on the free market. The alloca- 
tion of import licenses and concomitant foreign exchange has been according to 
plan, and the new arrangements appear to have general if reluctant acceptance 
among members of the merchant community. The success of the Government in 
strengthening the riyal has led in part to a slowdown in imports, since importers 
have been loath to make future commitments and banks have increased the sizes 

of cash deposits required prior to the opening of import credits. 


~ SAG authorities in the Eastern Province and the Hijaz dabbled during the 
year with the imposition of controls on retain prices, especially those of food 
gtaples. Neither Saudi authorities nor the di public seem to have much of a 
taste for price control, and the subject may be dropped if economic conditions. 
improve further. 


On balance, it may be said that the improved strength and stability 
of the riyal at the. end of the year and the increased confidence of many sectors 
of the economy reflect the success of SAG's economic realignment to date. | 


. The following estimates indicate something of the general level of 
economic activity in Saudi Arabia in 1958 as compared with that of the three 
previous years. 

INDICATORS OF ECONOMIC ACTIVITY IN SAUDI ARABIA 
Indicator 1955 8639560686: 1957 1958 


Average free market sical of the Saudi 
riyal, in dollars. © 267 2248 2192 ee 0 


Imports into Saudi Arabia, excluding Aramco, 


Ceief., estimated from SAG Customs records, 
in millions of dollars. 180 218 220 21) 
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Marine imports into the Eastern Province, | 
excluding Aramco imports, in thousands 


of long tons. 217 330 4.23 395 
Sales jof crude and products in Saudi. | . 
Arabia, in thousands of. barrels. 2,096 - 2,606 3,2)2 3,941 
; (Preliminary) 


National Gas Company: sales of PG, 
in thousands of ‘Pounds. . 2,603 3,620 4,348 5,495 


ESTIMATED FREE MARKET VALUE OF THE SAUDI RIYAL IN AL-KHOBAR 


(In dollars ; monthly, 1956: through 1958) 


26 


JFMAMJITASONDJIFMA 
1956 | 





Note: The apparent strengthening of the riyal in Daxeubar, 1987 and January- 
February 1958 was not due to market activity but to SAG action in closing and 
miei Pee he free money market for brief periods aaa: those months. 
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Since SAG economic activity i$ so important to the economy of the 
country as a whole it is perhaps especially important to be able to bear in 
mind some measure of the financial resources available to the Government. An 
estimate of total income or resources, including riyal receipts, would be dif- 
ficult to substantiate. Fortunately, most of SAG's tncohe'ts im foreign exchange 
and we are able to approximate this fairly closely. In the following table SAG 
foreign exchange income for 1958 is compared with that for 1957 and estimated 
income in 1959. These figures are based on information accurate as of December 31, 
1958 and do not take into account payment changes evolved after that date. 





ESTIMATED AND FORECAST SAUDI ARAB GOVERNMENT 
FOREIGN EXCHANGE RECEIPIS 























n: ons Of Ued. rs 
1957 1958 1959 
Aramco royalties and taxes 286.0 286.6 304.2 
Aramco loans 36.9 - - 
Personal income taxes paid in 
dollars through Aramco 304 4 3h 
Getty Oil royalty payment - Galt 8.0 8.6. 
Arabia 0i1 Company payment = 1.5 1.5 
Tapline payments 0.7 0.7 0.7 
Less: 
Tax EF ansipreerts 80.0 110.0 92.0 
SGRR and EXIM deductions Pa 6.1 303 
Aramco loan repayments 20.0 16.9 = 
Sub Total . 107-2 133.0 95.3 
Plus: _ 
New borrowing} 95.3 140.0 87.6 
Haj receipts. 30.0 3.5% 30.0 
Sub Total 125.3 143.5 | 117.6 
Net Available ‘Cash 351.5 310.7 340.7 











#In 1958 pilgrins were free to purchase all of their riyal requirements on the 
free market, excepting probably the quarantine fee paid to SAG.. In 1957 pilgrims 
were required to purchase riyals at the official rate of exchange for ostensibly 
‘all of their riyal requirements. SAG officials plan to enforce the same arrange- 
ments for 1959. . 


#Adjusted for payment of interest. | 
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>. Boonamic Devel nt Committee 





In November the Prime Minister appointed a committee of experts to con- 
sider the future economic development of the Kingdom and to suggest an economic 
development program together with the means of SISEROLNE it. The following are * 
the members of the committee: a4 a 


1. Anwar Ali, Governor of the Saudi Arab Monetary Agency. 


2. Abd al-Aziz Azzam, a chemical engineer and lecturer at 
King Saud perk bac de 


36 Anwar Iqbal Qureshi, an economic adviser to SAG. 
. Khalid Budhu, an industrial adviser to SAG. 


5. Raja'i al-Husseini, of the Ministry of Finance and 
National Economy. 

The establishment of this committee is <estaiiad eit step since it 
represents the first time that the highest levels of the’ Saudi Arab’ Government 
have demonstrated their interest in developing the economy of Saudi Arabia on 
the basis of an overall economic plan. By letter of December 1, Aramco was 
asked to cooperate with the committee in every possible way. (Additional in- 
formation on this subj ect is provided by REERDSESY, Jidda, Despatch ie 
dated January 7, 1959.) 


Impor orts . 


SAG continues to control imports in accordance with Royal Decree #39, 
of May 25, 1958. The effects of current import regulations are described in 
some detail in the two previous quarterly reports. 


As expected, the ban on the importation of motor vehicles, which ex- 
pired in November, was extended for an additional six month period. The ban 
renewal was phrased so-as to permit the importation of buses and trucks. (See 
ConGen Despatch 28), dated January 7, 1959.) 


, SAG price controls have led in the Hijas bp. a vation curious practice, 
the sale by public auction of licenses for the importation of sheep. Importers 
at such an auction are to bid in terms of the retail price in riyals for which 
they guarantee to sell the sheep, the licenses to be awarded to the importer(s) 
guaranteeing the lowest retail price. 


5 - Prices 


Wholesale prices of basic food staples and of construction materials 
decreased during 1958. A rough measure of the extent of the decrBase can be 
obtained by a simple average of the prices for.the commodities which we regularly 

| have priced throughout the year. If this is done, the decrease in wholesale food 
prices from December 1957 to December 1958 is on.the order of 9%, and that’ in 
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construction materials 12%, 


These decreases are connected only indirectly with the value of the 
riyal, which was 3% higher in December 1958 than in December 1957. Food prices 
decreased because significant amounts of foreign exchange were made available 
for foodstuffs at the official rate of exchange throughout most parts of the 
year, because of implied and implicit price controls and because increased 
stability and confidence lessened public interest in hoarding. Prices of con- 
struction materials probably decreased largely because of reduced demand due to 
the drop in Government and other construction activity. 


Retail prices. generally have followed those of the wholesale markets. 
* As measured’ by the Saudi Consumers' Price Index, food prices in the local area 
were 7% less in December 1958 than a year earlier. 


Prices of fresh imported lamb, fruits and vegetables now are controlled 
in theory through import licensing procedures. Ligenses are to be granted for 
the importation of these items with official rate exchange only to importers who 
guarantee to sell these products at retail at or below an agreed:price, currently 
in the Eastern Province about SR 10 per ruba!' for lamb. In December little meat 
was available at the controlled price, but certain (not all) vegetables and fruits 
in season could be purchased. The general practice in the case of meat appears 
to.be to sell at the controlled price no more than one pound, largely waste, to 
each customer. If a customer wants more of his purchase to be meat and less of 
it to be fat and bone, or if he wants to buy more than one pound, he usually can 
fulfill his wishes quite openly at SR 12-15 per ruba', 

vy : . F 

The graphs at the end of this report indicate the movement of the whole- 
sale prices of selected foodstuffs and construction materials. 


6. Cement . 
Commercial production of coment began at the Arabian Cement no 
plant outside of Jiddah in the fall of the year. Output during Jamada I 
(November 13 - December 12) was 2,732 tons, or about 30% of normal rated capacity. 
At the end of the year there were still some Sees bottlenecks, but the com- 
pany was certain that they would be overcome. 7 
In January there was talk in the suq at Jiddah that Arabian cement might 
be of questionable value since it was different in color from imported cement. 
The Arabian Cement Company was frantically wiring Germany, it was said, to dis- 
cover some way of masking the tell-tale color. The story appears to be baseless, 
since the principal administrative difficulty of the cement company is the need 
to ration production) among its many clients. 


Following the departure of the first manager, Mr. Ahmad Jamjum, who 
was made Minister of State in the Saudi Arab Government (ConGen Despatch 310, 
dated January 27, 1959), Mr. Sahl Kabbani became. manager of the cement company. 
Mr. Kabbani, a member of a well-known Saudi Arab family of Syrian origin, has 
spent eight years in the United States where he studied engineering. 
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The Arabian Cement Company now has about 250 full time employees, nor- 
mally working in three shifts. It is hoped to operate the complete plant, in- 
cluding the lime factory which has not yet been built, with a labor force of 
150-160. 


The Saudi Cement Company is putting up foundations and buildings for 
its plant at Jadidah, on the Shedgum road to Hofuf. Administrative offices have 
_ been opened in Dammam, Production is to begin in 1960. ; 


7. The Port of Damman 


A contract for work on the new pier at Dammam was signed late in 
November between the Saudj Arab Government and Brown Associates, a U.S. firm with 
an office in Beirut. The contract means that. SAG has nominated Brown to do the 
job. The. work cannot actually begin until~the United States Government none 
the lesa nomination, probably just a formality. 


Brown plans to do the engineering work -(about $8 million) and: to turn 
_ over $7 million worth of blasting and dumping to General Enterprise Company. It 
was the manager of the latter, Mohammad Ramadhan, who arranged for Brown to bid 
on the contract. It is hoped to begin work in January 1959. 
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LOCAL PRICES OF CONSTRUCTION MATERTALS 





(Index Numbers: Jan, to June 1958 = 100) 
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E Embassy telegram 689 


DCIC : ; , 
: Continuing air grievances against ARAMCO, Director Petroleum - 

Affairs Abdullah Tariki confided Embassy officer he wishes 
sharply reduce ARAMCO operations in. US which cost 8.5 cents 
of profit on every barrel oil produced during 1958. ARAMCO 
net profit only 80 cents per barrel during past year compared 
93 cents IPC, Iraq result such extravagance. New York 
Office ARAMCO of limited value SAG but offers convenient 
"yesearch institute" for parent companies, Tariki concluded. 


SSH 695-2/eEgz -voes 


Tariki has yet to indicate measures SAG might adopt to force 
changes in ARAMCO concession agreement and administrative 
procedures but;clearly has growing list presumed injustices 
which require correction. - Embassy believes Tariki pinning 
his hopes. on success Prince Faisal reforming SAG, and believes 
Faisal will support Tariki-designed demands for better terms 
from ARAMCO when his position stronger. . 
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‘FROM =: American Consulate General, DHAHRAN 


TO : THE DEPARTMENT OF STATE, WASHINGTON. a 
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SUBJECT: Aramco Relinquishment Along Disputed Boundaries 


eo DISTRIBUTION 
PROTECT SOURCE 


The Consul General has learned on indisputable authority that a meeting with 
the Prime Minister of Saudi Arabia, H R.H. Amir Faisal, during November, 1958, 
highly placed officials of the Arabian American Oil Company advised the Amir that, 
if relinquishment by Aramco of portions of its concession in eastern and south-_. 
eastern Arabia would facilitate settlement of Saudi Arabia's boundary problems with 
its neighbors, Aramco {is prepared to make such relinquishment. The information 
available to the Consul General did not indicate whether or not Aramco is prepared 
to effect such relinquishment in advance of the date fixed by the concessionary 
agreement for the next relinquishment. Neither did the information indicate the 


response of the Amir. 4 


COMMENT: Although officials of Aramco have in the past made know their aware- 
ness that relinquishment by Aramco of its rights in this area might facilitate a 
boundary settlement, the Consul General hitherto had been unaware that a firm deci- 
sion on the matter had been reached within the Company and with its parent companies 
and communicated to the Saudi Arabian Government, 


If the obdurate attitude of the United Kingdom with regard to boundaries is 
based solely or even largely on its desire that potentially rich oil-bearing areas 
in eastern and southeastern Arabia become or remain available for exploitation by 
British interests, the position taken by Aramco might contribute to a settlement by 
making these areas available for lease by British interests. However, given their 
deep mistrust of the Saudis and their apparently deep-seated conviction that econo- 
mic interests in the area can be protected only by a measure of political control, 
the tish may not regard the opportunity to lease from the Saudis a worth-while 
exc e for direct political control of the same areas, aici 
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FROM : American Consulate General, DH AURAN 


DESP. NO. 


THE DEPARTMENT OF STATE, WASHINGTON. 


SUBJECT: Arabian American Oil Company (Aramco) Payments’ to the Saudi Gover ent, 
December 1958 


| Enclosed is a statement of the payments of the Arabian American 0i1 Company. bs 





O 
(Aramco) to'the Saudi Arabian Government for the month of December 1958. The > 
figures were obtained from Aramco and are official. _ e 
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| ARAPIA! AMERICAN OIL COMPANY 


PAYMENTS TO TSE SAUDI ARAB GOVERNMENT 
_ DECEMBER 1958 





Net Crude ituns from Field Storage During Month 


of November 1958 (Tons) 4,163,023 


Gross Amounts Paid: 
“Royalty = Crude , ; 3 6, 9h5 930, 
Company Income Tax on 1958 Income 18,036,117 


Total Gross Amounts Paid 


Deductions from Roy alty: 
Repayment of Saudi Government Railroad 


ely, 982, 221 


‘Construction Costs. 500,000 . . 
Oil Shipments to Egypt 427,626 2 927,626 


Deductions from Com any Income Tax: 
Assignment out of 1950 Income Tax 


Total: Deductions 


_ 6,500,000 


7,427,626 


NE? FUNDS RECEIVED DIRECTLY Be SAUDI ARAB ° 
4 ry i ¥ a ¥ 





ee — $17, 554.595 : 
’ Distribution of Net Funds by Currencies - 

U. S. Dollars . -_ } 95038639 

Pounds Sterling mo 8,311,373 


French Frdncs 20); 563 


917,554,595 


/ 


.Excludes payments of Customs, Duties, Licenses, Permits, 
Visas, Personal Incame Taxes, and similar items. 


Amounts are stated herein in U.S. Dollars or U. S. Dollar 
equivalents per agreements. 


_ Dhahran, Saudi Arabia 


January 10, 1959 | | 
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FROM : American Consulate General, DHAHRAN 


TO : THE DEPARTMENT OF STATE, WASHINGTON.: 


SURSECK: - Current Issues Between Aramco and SAG. 





The Consul General has received on a personal and confidential basis from — & 
an officer of the Arabian American Oil Company a list of the issues currently De» 
under discussion or being agitated between the Company and the Saudi Arabian ‘ 
Goverment. The list was compiled in the course of a review by Aramco of its N) 
relationships with SAG. All heads of departments and supervisors were asked to oO 
submit problems involving SAG; from the problems submitted were culled all matters gl 
congidered to be trivial or to be matters of simple day-to-day operations. Ol 

“ 
N) 
| 
ems 
N 
Ol 
Ce) 


ah The list appears to the Consul General to be complete, although to it might 
be d~the problem of affording suitable protection to Americans employed by 
A¥anigy' who fall afoul of Saudi law. As the Department is aware (Consulate General 
Despatch No. 328, February 10, 1959), this matter, which involves the Enbassy and 
the Consulate General, is of growing cancern to members of the Legal Department 


of Aramco. 


' ficers of the Department are requested to be especially careful not to 
reveal to representatives of Aramco their.knowledge that such a list has been 
ed and that it has‘ been made available to the Consul General. 


S \ Gc K. Li fhmag 
American Consul ad 
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| 1. Sidon Price Claim 


This is a claim acaiiet Aramco involving through 1958 some $10,000,000 
exclusive of same $35,000,000 possible penalties for alleged tax deficiencies 
based upgn the theory that the Company is required to account for sales of crude 
oil at Sston, from commencement of Tapline's operations in 1950, at the off- 
takers! published prices at Sidon. Although arbitration procedure has been 
commenced, this matter haw been under discussion in 1958; it is expected that 
negotiations will be resumed ee after other sciaieias questions have been 
hel 


2. Pricing of Crude Oil and acid Products 


The Governnent claims that sales of crude: oil and refined products for 
‘export must be accounted for, for tax purposes » at the applicable offtakers' 
posted prices less actual marketing expenses incurred by the offtakers in sell- 
ing crude oil and products delivered by Arancos; however, an agreement has now 
been reached, subject to approval of. the Council of Ministers, providing for 
Aramco to account tax-wise for its sales of crude oil and refined products for 
export as follows: 


(a) For. "1956, 1957 and 1958, published prices for crude sales but actual 
actual realizations for refined products sales; 


(b) Commencing in 1959, published prices for sales of crude oil and re- 
fined products, except that actual realizations will be allowed on | 
all F.0.B. sales to third parties; 

For 1956, 1957, and 1958 and onward: | 

(c) Actual marketing gene: incurred by the offtakers will be allowed; 

and : 

(d) The. Ras Tanura published prices will be used for the stabilized com- 
ponent of unstabilized crude oil delivered to Bahrain. 

3. Relingy ahnent 
- The Government has long maintained that Aramco has more land than it needs 


and that it should adopt a liberalized relinc uishment program; it points to 
fields long since discovered but not yet brought into production. 





‘ We Aramco. Postin, and Se: 





. The Government continues its vigorous demands that Aramco post prices and 
sell crude oil and products for export aia > 
‘ 


5e Production ° ; £ 


- 


SAG officials frequently complain that Aramco nasa has not kept eg 
reionately with the increase in other Middle Eastern countries, particul: 


: Enc No—4__— 
- ° . (Classification) Desp. No.3 32 - 
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Kuwait. They charge Aramco with attempting to "punish" SAG by holding down 
roduction,. 


6. Natural Gas 


Aramco's failure to develop sales for any significant quantities of natural 
gas to date-is under attack. Increased gas injection has somewhat allayed former 
criticisms of wastage. : 


7. Recruitment and Composition of Work Force 


The Directorate General of Petroleum and Mineral Affairs has issued "final" 
instructions to the Company to replace its Indian and Pakistani employees with 
Saudi Arab employees where possible, and where not possible, with pears of 
other Arab countries. 


P - Olen 


8. Integration ae ) 


‘Sayyid 'Abd Allah Tariki continues to press for Saudi Arab partic on 
in the transporting, refining and marketing of Aramco oil. A Saudi business- 
man's efforts to purchase oil from Aramco at Ras Tanura for export abroad has 
served to highlight Aramco's offtake arrangements. 


al 


9. Tax Acceleration 


Although Aramco. has been paying its income taxes to SAG on an agreed 
schedule representing a substantial anticipation of the payments required by 
the tax law, SAG has expressed a desire that the Company accelerate bir a more 
nearly pay~as-you-go schedule. 


10. Proposed Disallowance of Tax Deductions for Donations October 1953 to Date 





- The Government has proposed to. deny the deductions taken by Aramco for dona- 
tions since October 1953 on the grounds that they are not ordinary and necessary 
business expenses, and, to be deductible, must be approved in advance by the 

Goverment. bi 


~~ 


lle Other Tax Problems 


Indications are that the Government may question Aramco's right to deduct 
for depreciation, to the extent that the amount exceeds: the Government's ae 
tion of "reasonable." 


The Government. has chadlenved the deductibility for income tax purposes of 
the Company's costs in connection with the SAG/Aramco arbitrations there are 
some indications, however, that the Goverment may not further pursue this matter. 


12. Carriage of Company Correspondence 


The Governnient claims that its postal monopoly covers the Company's corres~ 
-pondence. So far, the Goverrment's claim is confined ed Company correspondence 


(cre, | 
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| leaving the ‘Kingdom, and the Government insists. that Aramco clear such corres- 

pondence through the Saudi Post Office and pay postage thereon. The Government 
states it has no objection to Aramco then carrying such ica ia if it so 
desires. 


13. Comps Aircraft and Lan Strips oy ° 


‘The Government, backing away from its previous position, now appears to 
recognize that, with respect to the Company's ‘landing: strips, the Company is 
exempt from landing fees and payments for support of Govermment-aviation offi- 
cials. The Government. appears willing.to enter into. ‘an-agreement: granting Aramco 
the right to operate aircraft in the Kingdom without further payments of any 
kin povided that Tapline undertake the support of aviation officials at the 
four pump stations. 


1h. Treatment of Saudi Arab Euployees 


The. Company has been charged, particularly in the Saudi Aveb press, with 
discriminating against Saudi Arab employees in wages. and benefits, and in the 
type of housing, utilities and "services provided. The r has further been 
charged with failing to plece Saudi Arab employees in siguitivant. positions in 
management, or even with training them for the sass igi of such positions. 
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000 barrels per day. 


events in Venemiela may result in offtakers turning to Middle 


producers for margin requirements. 
the upswing, with a recent day's total of 1,640,000 barrels establishing 


a new records however, Aramco economists do not feel figures available 
for long enough period’ to indicate trend. 


be carefully watched. 


Increased production during first six weeks of 1989 does not 
nessarily presage increased royalty payments to the Sandi Arabian 
Government 


3 for prices have settled somewhat. 
and present production is maintained, the increased royalty payments to 
the Saudi Government will pérmit repayment of a portion of the out- 


If prices hold firm 





Loading at Ras Tanura has been on 


They do suggest developments 
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Aramco officials report crude production during January 1959 at the 
rate of 1,006,100 barrels per day and pepe from the beginning of 
February through the sixth at a rate of 1,206,300 barrels per day. The 
scheduled production for February is 16h, 


Economists .at Aramco have, in onirecwalsen, speculated that recent 
East 
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"General » Dhahran 


SUBJECT: , Report of the A 


ctivities of the Aramco Arab Development Department, 
October 19538 


Imclosed is an edited activity report of the Arab Development Department, | 
Arabian American Oil Company, for October 1958. Statistical charts on the Home 
Ownership program have been deleted. . 


es v | 


, Report as above. 
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| ARAB DEVELOPMENT DEPARTMENT 


October 1953 


“CONTRACT ACTIVITY SUMMARY 


September payments to contractors arounted to SR 1,462,799 as compared with 
SR 3,5), 825 in’ August, an increase of 28%. An:estimated 10,173 contractors! 
employees were engaged in work covered by 351 contracts (up 9%) and handled by 
120 contractors, The ratio of asendments- to active contracts was ‘one to eicht 
as=eompared with one to ten in September, which was reported one to three in 
error. 


OCTOBER ACTIVITY SEPTEMBER ACTIVITY 
AREA & OCT. 1, |. COMPL. OCT. 31, -PAYMENTS . CONTRACTORS" 
UNIT 1958 __ ~NEW AMENDED TERM. 1958 SR EMPLOYEES 
Abgaiig - | | 
District . 35 0 3 > 3h 228,896 - - 522 
Constr 52 21 6 12 61 1,719,166 3,920 
Total a7 5 3 4 2948, The 
Dhahran ; - 
District 35 1 2 3 33 476,03), 1,085 
Constr.. 57 11 13 rn 64, 352,107 . 803 
Explor. h ) fo) 0 h 136,157 . 310 
Other . 30 3 ¥ 2 1 32 229 37 523 
Jiddah : ) 0 fe) : ieee a 
Tapline -: ©) 2 @) 1 292, 90534 
Total m bb @ F T5e7 heh 3,081 


Ras Tanura 


District 32 13 3 


gg 5 2 By 2 
Constr. . wl 10 728,9 2 
“Total 5 aes Ty - Io5 986,973 2,250 
GRAND TOTAL | 321 65 2 35 351 462,799 10,173 


* Contractors employees are approximations made by the Arab ‘Development Depart- 
ment based on the estimated labor portion of Contract payments. 


** Tapline reported for August. 
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| GENERAL ACTIVITY: Revised General Instructions on Contract Preparation, Bid 


ndling, Aw and Approval, Amendments and Contract Reporting were approved and 
issued. 


Proposed Instructions on Contract “stimating Data and liiscellaneous ‘iork 
‘Contracts were prdpared and distributed for general review. 


‘“PINANCIAL ASSISTANCE 


A guarantee of a loan for whateeb & Munshi in the amount of SR 250,000 was 
approved by lianaryement to assist the firm in building houses under Aramco's Home 
Ownership Program for Saudi Arab &mployees. . 


Approval w as granted to sell 324,000 worth of foreign exchange to lr. 
isohammed ieee for the increased cost of the air-conditioning equipment for the 
Dossary, Hospital. 


Approval to sell. 11,700 worth or foreign exchaage was also obtained on be- 
half of lir. Abdel Hadi Al-Qahtani to enable him to purchase air-conditioning equip- 
ment for a warehouse in which he intends to store canned milk to be supplied to 
Aramco. 


AGRICULTURAL ASSISTANCE 


Medical approval was civen-to four farms in the Hofuf area for supplying 
vegetables to the Company. Four additional farms were reviewed and various im- 
provements suggested in order to bring the farms within-Aramco's sanitary re- 
quirements. These improverents: were being: implemented during the latter part 
of the month. 


Some 26 1/2 acres :rere seeded to various vegetables in the Qatif area, and 
a lesser number of acres:in the HNofuf area. Due to a labor shortage’on the farms 
caused by the date harvest, schedules for planting are somewhat behind schedule. 


There ‘rere five cooperating farms in the Qatif area at the end of the month, 
and eight in the Hofuf area. It is expected that this number will increase during 
the next month or two. 


Work was started in leveling and conditioning the land on the new Sufwa farm 
for cultivation and irrigation. 


Copies of the report on "Diseases and Insect Pests. of Crops in Saudi Arabia" 
were received from the printer during the month. Distribution is being made so 
that the publication can be utilized by interested parties in the Company, Govern- 
ment, private citizens and others. 


Work has been delayed on the 00 acre agricultural project to be located 
adjacent to the Dhahran Airfield using effluent from our sewage disposal system. 
Just prior to commencing work on the irrigation ditch required to carry effluent 
‘zron our sewage system to the area, Colonel iimtlaq of the Dhahran Airbase objected 
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to the project on. grounds that the project would be detrimental to the health 
of the local populace and would interfere with future airbase expansion. We do 


not share this opinion and, accordingly, will attempt to receive Saudi Government 
concurrence to proceed with the project. 


TECHNICAL ASSISTANCE 


P=112 Saudi Industrial Gas Co - (Oxygen & Acetylene) Dry ice production is. 
being tried on an Sentheneet fovis. CO5 demand has fallen off from the summer 
_high point. 


| P=187 Salt Refining - The Associated Consulting Tngineers' preliminary report 
was received and reviewed. The salient.point of the report is that export markets 
must be developed to make this project economically feasible, . 


u 


P-191 Photogranmetric Mapping, Dammam - Additional sheets were received. To date, 
9 sheets out of a total of approximately 140 sheets have been received. 


P-196 Hydrochloric Acid Manufacturing - The local entrepreneur, Maroin Shabeeb, 

is anxious to begin construction of the plant tut was.advised to await the-arrival 
of the mamfacturer's foundation drawings before proceeding. | A letter civing the 
status of the equipment is expected soon. He believes all equipment has been 
purchased, , . 


_P=197 Vegetable Oil Plant - The revised vegetable oil report was received from 
The Asseereted Consulting Engineers and is being reviewed. - 


P-198 Detergent Manufacturing - Representatives from Procter &. Gamble. discussed 
the reastelitty oF setecitstine a detergent plant in Saudi Arabia. They do ne Oe 
believe that the country's consumption is ‘large enough to warrant building a 
plant at this time. They claim that their detergent accounts for about 80% 

of the present market. This firm operates plants in other parts of the world, 

but all these are wholly owed by P&G. 


P=205 Refrigerated Food Warehouse - We are, continuing preliminary studies .and 
discusSions of this project. Two separate concerns have now indicated interest 
in establishing this type of business. 


Local Electric Companies - Progress towards the establishment of an integrated 
power company in this area to serve the principal municipalities has not changed 
materially since the last report. Insofar as we can determine, the firm of 
Juffali Brothers in Jeddah are proceeding, as they promised, with their technical 
and financial plans for this project. However, local opposition to Juffali's 
participation in a local power company appears to be as strong as it was previously. 
We have been advised that the Al-Khobar Power Company may proceed independently 

to change their power system to a 60 cycle - 110 volt system, locating‘ additkonal 
‘generating equipment at such a locality that would fit a scheme for an eventual 
merger. Discussions are underway between the Al-Khobar Power Company and the 
consulting firm of Commonwealth Enterprises to bring about the above change. In 
ihe meantime, our technical assistancé to the power companies has been limited to 
that of maintaining operation of the presently installed equipment and transmissio: 
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National Gas Com - This Company is continuing with their feasibility study for 
establishing a gas et stribatd on company in this area. The owner of this company. 
has been in Surope engasing in discussions with the Italian Consulting Firm on 

gas distribution known as Snam Progetti and we understand that members of this 
‘firm will visit this area to re-evaluate’ the economics of such a company based 

on the downwardly revised power rates for sweet and sour gas. Local municipalities 
have also indicated an interest in the gas: distribution business, . although wé have 
advised the sunicipalities that a profitable gas company for this area would have 
to be of sufficient size to service several runicipalities as well as other users, 
including small industries. The final decision vould rest with the Saudi Govern- 
ment in their selection of the concessionaire. 





This sane company is planning to expand their LPG distribution business as 
indicated by their purchase of 10,000 additional LPG containers and increas sing 
their lala Giavplitet on} and trensportation facilities. 


Dossary out - Construction on the 86-bed Dossary Hospital located in the 
City of Al-Khobar is progressing on schedule with an estimated completion date 
of May 1, 1959. Two Ingersoll-Rand 250 Ki Diesel: Generators are to be purchased 
from ‘Aramco to provide the hospital with an independent source of power. 


Imhoff Farm Project - In the event that we are not successful in reaching an 
agreement with the Saudi Government for the development of an agricultural project 
using effluent from our sewage disposal system, studies have been completed -to 
consider the use of alternate sites. Although we cannot discard the feasibility 
of using an alternate site, the study indicated that the agricultural potential * 

is about 50% of that of the desired site near the airport, as well as an increased 
cost in maintaining pumping equipment “in drainace ditches. 


Tarut Village Water System - Technical service is being provided to the Village 
of Tarut for a water system. It is our understanding that Aramco assistance will 
be limited only to technical aid. ‘Je are interested in this project, inasmuch as 


some of our most successf ful agricultural projects are located on the Island of 
Tarut. 


Other Activities - Ye are continuing to assign studies of sikeaabive projects to 
The Associated Consulting "ngineers of Beirut. In addition to those listed above 

in the report, we have just requested that this firm make a comprehensive istudy 
of the date ;rocessing business for the Eastern Province. Negotiations are under 
' way to have this same firm establish a local office which would not only provide 
consulting enzvineering service direct to Aramco but would be available to private 
business and municipalities. The. firm believes it will be successful during the 
next couple of months in obtaining.a license to operate within Saudi frabia. 


Yater vell.Control Program: 
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Jell sites located 8 

Jells cemented 3 6 5 
ells sneiltaked 5 1 8 
Geochemical analyses . h 15 11 
Rigs in the area | uy 1) Vy 


HOME OWNERSHIP 


During the month .of October there’ was an increase of. activity over the 
prior month leading to 97.2% 'of the schedule for the ten-month period. There 
were -113 applications and 100 loans authorized. Fifty-two. houses were started, 
36 were completed, and 22 ready=built houses were purchased. Increased interest 
is apparent, especially for supplemental loans, since the liberalization of the 
loan policy. Our 1958 ae of 648 homes still appears ‘realistic. 


In the Dammam Tract, since the first house was sold in May 1957, all but 
10 lots have been alloted including those lots where reassignment occurred be- 
,cause of failure to start construction within the six-month requirement. In 
‘addition, there are 35 lots reserved for the Baladiyah, and 1C lots reserved for 
mosque sites. ‘ork is schediles to start on. the expansion of the Tract area in 
January 1959. 


' In the Abgaiq area, the cemonstration house will be completed early in 
December. Thirty-eight employee houses are under. construction and the first non- 
employee house is also under construction. The foundation for the Sons of Saudis 
School has been poured, 


In the Dhahran area, the Dammam demonstration house was formally opened. 
Both newspaper and television representatives were present. “ telecast regarding 
the Housing and the New Loan Policy was presented during the King's visit to the 
Province. A second television broadcast on the New Loan Policy will be pre- - 
sented of December 1, 1958. This telecast will be an informal discussion on a 
level gauged: for impact on the less sophisticated’ viewers. 


he opening of the area know as the al Al-Khobar Tract is to be held 
November 8, 1958. 


In the Ras Tanura area, 26 construction completions this month were the 
the highest since March. The demonstration house has been started. In the 
second increment, the residential area has been graded and the business area is: | 
almost graded. The water well tested to be sufficient. The ice ‘plant is operat- 
ing full time. 
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Negotiations are underway with Al-Khobar Municipality for the loan to be 
used for a basic water system. Althoursh the hunicipality has agreed to accept 
the loan on the ceneral terms specified, it is still necessary’ to obtain the 
Central Government guarantee to the loan and reach agreement on the type of 
money to be loaned and repaid. In the meantime, a consulting engineéring firm 
is preparing a preliminary study of the proposed sewer system for Al-Khobar as— 
a basis for eh ae discussions. 


‘Meetings are continuing with the Dammam Municipality Director’ concerning 
community projects for which. he is seeking Aramco's assistance. It.is our hope 
that we can limit the assistance to a water system only. ‘lith this intent, we 
are endeavoring to reach agreement witn the Danmam Municipality to engage an 
ensineerin: firm to make a preliminary study of a water system as a basis for 
further discussions on assistance. In the meantime, the Darman lunicipality, 
using the Dorr-Oliver firm, is progressing on the engineerin; design of a sewer . 
system and constructing the sewerage disposal system “without ! hranco's assistance 
except to furnish the aerial topographical maps. 
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| Enclosed is an edited activity report of the Arab Development Department, | OO 
Arabian American Oil Company, for November 1958. Statistical charts on the Home 84) 
Qrmership program have been deleted. 0) 
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ARAB DEVELOPMENT DEPARTMENT 


CONTRACT ACTIVITY SUMMARY 


(Classification) 


November 1958 


October payments to contractors amounted to SR 4,591, yes as scared with 


SR 1,462,799 in September, an increase of 


3%. An estimated 10,66 contractors! 


employees were engaged in work covered by 339 contracts (down 3%) and handled by 


120 contractors. . 


AREA & 
UNIT 


Abgaig 


District 
Constr. 
Total 


- Dhahran 


District 
Constr. 
Fxplor. : 
Other 
Jiddah 
Tapline 
Total 


Ras Tanura 


District 
Constr. 
Total 


GRAND TOTAL 


The ratio of anendments 
as compared with one to eight in October. 


NOV. Ll; : 


pl) 


360 


NOVEMBER ACTIV ae 


NEW -AMENDED TERM, 
h 2 ‘ 
3 7. 18 
i ™ ais 
-1 h 3 
7 hy 8 
= 1 & 
2 2 
4° ok , 
=) IS - 
- 3 5 
3 3° hh 
“s eo = 
19 28 ho 





Nov. 30, 
1958 


339 


to active contracts was one to twelve, 


OCTOBER ACTIVITY 


PAYMENTS OCONTRAGTO 
SR EMPLOYERS + 
nalts 250 
1 7, 3,530 
Wh2,563 1,009 
527, 5768 1,203 
130,393 981 
200,152 456 
0,056 92 
310,683:+ 708 
T, 951,615 > 
, eee uf 18 
‘ 676,737 ao). 
BOO, 268 
45591,425 10,466 


* Contractors employees are approximations based on the estimated labor portion 


of Contract payments. 


*%* Tapline reported for September. 


| 
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GENERAL ACTIVITY: Letters of Permission for Laundry Depots and Parber Shop | 
Operations were revised to replace existing Letters of Permission in the three 
Districts. On November 17th, a Dammam Laundry Depot was Es aaa for business in 
Radhwa Camp in Ras Tanura. 


Contract Estimating Data (new Instruction No. 468,100) x was published with 
‘an effective date of January 1, 1959. This General Instruction was issued in 
November to allow organizations time to study.new data and inplement as smoothly 
as possible. 


Contract forms were reviewed, brought up to date, and made available eae 
Forms Control to users on a direct order basis. 


| AGRIGULTURAL al 
“Wo progress has been made in “solving the piebLam of.. approval to proceed 
with the agricultural project adjacent to the Dhahran Airfield. 


™ 


A proposal has been received for the use. of the Imhoff water on’ a private 
farm in.case we are not allowed to put the land’ adjacent to the Dhahran Airfield 
under irrigation. 


The Deputy Minister of Agriculture at Riyadh has requested 1000 copies of 
the publication "Diseases and Insect Pests of Crops in the Hastern Province of 
Saudi: Arabia" published: by Aramco. The Deputy Minister, expects to’ be in the 
Eastern Province the early yore of January for discussions on agricultural 
problems in this area. 


Planting of jeucbilen in Qatif and Hofuf areas is on schedule and in 
sufficient amounts to meet the quantities contracted with the Company. 


LIAISON SERVICES . 
Nail Manufacturing - After investigation, project was found to be unattractive 
at this time. 
Dammam Aerial Maps - Two shipments were received during the month and project 
should be completed approximately at the end of the year. 


Doss: Hos ital ~ Project is one week shead. | of schedule and it is estimated 
that the completion date of May 1, 1959, will be met. ; 


King Saud Hospital - Request was received for electrical material for the hospital, 


but since not all the material was available in Aramco stock we were unable to 
‘supply. 


Refrigerated Food Warehouse - *thwed: requested ‘to accept a Proposal by The 
Tseeeeese Consulting Tngineers of Beirut-to make a study of the economic 
feasibility of establishing a refrigerated food warehouse in a ii community. | 
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- Two local businessmen plan to establish a shop to produce, ready- | 





They are presently engaged in this business and have been obtaining the clothes 
from a jointly owned plant in Sidon, Lebanon. They have requested advice on — 
alterations to a building in Al-Khobar. 


Tire.Recapping ~ Sulaiman Olayan has. informed us that he has tire recapping equip- 
nent on omer and it is expected to arrive May 1959., ! 


- Saudi Tasiawikan Gas Company - Recormendation was made and approved “ Eroyane 
a foreign exchange component of 65% for purchases. from SIGAS.— 


_ Al-Mana live Clintc - Recommendation was made and approved to provide a foreign 
exchange component of |\0% in payment of services provided by the eye clinic. 





Water Wells: ; Nov. : Oct. Sept. 
Well sites located 2 os 8 8 
Wells cemented eee 2 3 6 
Wells: completed 3 5 Ba 
Geochemical.analyses 18 dyes = SS 
ET pempes f 


Rigs in the areas Ly 


HOME OuNERSHLP ; 


Dating November the aGHibIy target < of oh. ‘houses constructed or purchased . 

_ was exceeded by four, for a total of 58. This resulted in 583 of our Saudi 
employees acquiring loan'plan houses to date during 1958 (or 98, 1% of those 
targeted for the year by the end of November). Our 1958 year-end target of 650 
homes still appears realistic inasmuch as 18 additional houses were completed 
during November. However, they are not included statistically in this report 
as they have not yet heen registered. The number of houses under construction 
has increased to 282¢. By 


A'trend toward a greater number of loans for newly constructed houses, com- 
pared with the number of ready-built houses purchased, has been continuing. ‘The 
monthly activity resulted in 3) newly constructed houses being completed and- 2h 
Peeay ea houses purchased. 


The liberalization of the Loan Plan. policy as announced last month has: re- 
sulted in some increases in participation, particularly with respect to supple- 
mental loans for improvements, During the month there weré 126 new applications 
and 90 loans authorized. ; ; 


Grading of the tract of land within the Al-Khobar Municipality, designated 
for employee housing, commenced during the month. The work. started on November 8 
with an opening ceremony attended by Municipal’ and Company officials which was 


filmed and televised to the public cae ‘the month. ms 
ee We are Proce ee with the Amber Municipality towards the i a 


UNCLASSIPTED 


a UNCLASSIFIED Encl. No1—___— 
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of a loan for a water system, which will benefit our employees in the Tract 
mentioned above and those residing elsewhere in the Al-Khobar lunicipality. 


om J 
Construction of “the demonstration house in liadinat-Abqaiq and the one in 
Rahimah are underway. ‘The benefits of having such houses are already recognized 
even during the constriction state, as evidenced by the interest our employees 
are showing with respect to quality of dana and design. 


Fourteen additional shops are sini construction in Rahimah by private 
entrepreneurs to add to the number of businesses already established in that 
Municipality. Private enterprise is interested also in establishin: businesses 
in Madinat-Abgaiq, with plans under way for.an ice plant, bakery and a restaurant. 


Discussions are’ continuing with the Dammam liunicipality with respect. to 
the integration of the Company-developed Dammam Tract located adjacent to Damm 
Ye are hopeful that this integration will be. realized as we proceed further with 
our plans to assist that Municipality in its general improvement. The Dammam 
Municipality will be one.of the principal areas in which our employees will 
. elect to build their. loan plan houses in the future, and where the majority of 
our loan : plan houses -now exist. 


A second TV program was shown to our employees to explain the new policy 
changes with respect to the Home Ownership Program. This second program was 
‘made at the suggestion of one of the important Saudi Government officials. The 
program was’ given in a Sas a at and answer manner by selected Saudi Arabs 
spealcing the common dialect of the area. The discussion was held in a setting 
of two Saudi Arab friends conversing in their mejlis. 
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decided to present their difficulties to Fawzi since a direct approach 
to the Petroleum Authority did not seem feasible; the situation at the 
time was unclear as to who was responsible for administering the Authority. 


. While in Cairo, he reported he informed Fawzi of thé status of negotiations 


and the issues involved; in his discussion he stressed the importance 
which the Company attaches to a full review of all the facts in the case, 
and the Company's opinion that a meeting of minds has not occurred due 
to an inadequate understanding of the Company's position with respect to 
: proper basis for establishing a tariff. He reported that he also: 
cated the Campany was concerned that the UAR night issue a decree 
cluding further negotiation. Fawzi, he said, appeared generally | 
inteseeted in preventing a. break-off in the negotiations through the 
issuance of ‘such an order and said he would take the matter up with other 
Government officials and get in touch with Mr. Noble later. 






Memorandum of Conversation 3 5 
2 
DATE: February 18, 1959 == 
oz 
S° 
SUBJECT: Status of Tapline Negotiations DS 
; . & 
PARTICIPANTS: Mr. Noble, President of TAPLINE gi 
.Mr. Owen, Washington Representative, ARAMCO \ 
NEA - William M. Rountree 
NEA '- Parker'T. Hart 
NE - William Brewer 
3 NE/E - John F. Shaw | 
COPIES TO: 
NE/E. (2 cc) IRCAS) 
maar Pre OP : 
NEA | : : KAR 3 4959 a 
‘AmEmbassy, Cairo {1): i) x. 
Jidda /(1) eo Cc 
AmConGeneral, Damn | . >. 
[ , Noble said he and Mr. Owen had asked for an: appointment in order | . 
to bring the. Department up to-date on TAPLINE's negotiatiens with the Ci 
UAR (Syria). Mr. Noble.recalled that he went to Riyadh about Décember 15 Gi 
in order td bring Tariki up to date on his talks in Damascus. He said Gs 
that he found Tariki conversant with the issues and that Tariki indicated, x 
if a breakdown seemed likely, Prince Faisal would be interested and might rh 
wish to intervene; Tariki suggested that the Company continue its efforts i 
to reach an agreement with the UAR, = should a breakdown appear imminent, an 
the Company should advise the SAG. : C2 
* On December 30, Mr. Noble said he went to Cairo to follow up on . a 
his earlier talks with Mr. Fawzi in New York. He recalled that the Company 


CONFIDENTIAL 


Following the meeting in Cairo, Mr. Noble reported that the Company 
received a request, through informal channels, that Mr. Thabet, the new 
Deputy Secretary General of the UAR General Petroleum Aythority (an 
Egyptian on loan from the Army ) » desired information on tonnages of 
crude loaded at Ras Tanura} ownership of tankers; and information. as 
to prices and freight rates. Mr. Noble explained that he is now back in 
the States for the purpose of assisting in the assembling of the informa- 
tion requested by Mr. Thabet, and that this would be ready in about three 
weeks. 


. As of possible interest.to Mr. Noble, Mr. Rountree said we had just 

received a report that Mr. Copeland has been in Cairo where he discussed 
the TAPLINE problem with Kaissouni and Muhieddine, and that these men 
had expressed an interest in seeing the problem resolved. Mr. Noble 
indicated this was the first time he was aware that Mr. Muhieddine, 
Minister of Interior for the UAR, has been involved in this problem; 
this he late ie acre 


In response to a question as to the effect of the recent price 
reduction in Persian Gulf petroleum on TAPLINE's ‘proposal, Mr. Noble 
said prices were lowered yesterday by Standard Oil of New Jersey at both 
Ras Tanura and Sidon; that while he hoped the differential might increase 
he did not think this would happen, and that the present differential 
of $.37 per barrel would continue. As for TAPLINE's operation, he 
indicated that throughput would reach a peak capacity of 460,000 barrels 
per day for a short period ‘this month and then would drop back and then 
RTE EN OOP at a considerably Lower, level. 

With reference to Lebanon » Mr. Noble indicated Prime Minister Karame 
had informed him Lebanon would not consider itself bound by any agreement 
which TAPLINE might conclude with a third country. Mr. Karame had: in , 
mind the situation which has resulted from the IPC agreement a few years 
ago with Syria and IPC efforts to use the basis of this agreement in 
negotiations with Lebanon. In responding to Mr. Karame, Mr. Noble stated 
TAPLINE was. hoping it would be able’ to conclude an-agreement which is 
in the interest of all countries through which its operations are 
. conducted, and, for its part, TAPLINE has been abate to pursue 
joint negotiations with the interested salah . 
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OF , WASHINGTON. 
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SUBJECT: Report of the Activities of the Aramco Arab Development Department, 
December 1958 


Enclosed is an edited activity report ox the Arab Development Department, 
Arabian American Oil Company, for December 1958. Statistical charts on the Home 
Owmership Frosram have been deleted. 
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No, 22 — 
AmConGen, Dhahran 


= 


lovember payments to contractors’ amounted to 52 5,255,373 as compared with 
SR 1,591,125 in October, a decrease of 7%. 
ployees were enzased in worl: covered hy 321 contracts (down 5%) and handled by 
116 contractors. 
as compared with one to tirelve in November. 


AQHA & 


veEe=——— 


| Abgaig 

District 

Constr. 
Total 


Dhahran 


District 
Constr. 
Iixplor. 
Other’ 
Jiddah 

Total 


Ras Tenura 


District 
Constr. 
Total 


Tapline 


GRAND TOTAL 


e 3 
1958 


16 
339 


‘DECHIDER ACTIVITY’ 


Hes 


6h 


Wn 


fw 


S [pu 


NEV AMENDED ‘TERM. 


nm 
S |i 


« 


NOVEMBER ACTIVITY 


An estimated 9,701.contractors!' en- 


The ratio of amendments to active contracts was one to fifteen 








9 a4 





MPLOYEES% 


271, SSS 


4,255,878 


ee 
2886 


9,701 


% Contractors' employees are approximations based on the estimated labor por- 


tion of Contract payments. 


seit Tapline reported for October. 
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rom_AmConGen, Dhahran _ 
AGRICULTURAL ASSISTANCE | 


A conference was held at Riyadh with the Deputy Minister of Agriculture, 
Izzedeen béy Shawa. The Deputy iiinister supported all of the: agricultural 
activities being @rried out by Aramco and indicated that the Governmentthas a 
proposed azricultural assistance program for the Eastern Province. Its accomplish- 
ments will larzely depend on availability of funds for Ministry activities. 


The report on Diseases and Insect Fests of Crops in Saudi Arabia was dis- 
cussed with him and he requested 1,000 copies for use by the dipea-aidees ke These were 
sent to hin. , ; = 


A new Goverment Director of Agriculture for the Eastern Province has been 
appointed with headquarters in Nofuf. .A conference was held with him at which the 
activities of franco in agriculture were thoroughly discussed and met with his 
full consent. Ile a pears to be well qualified for his position and is very anxious 
that full cooperation between the Company and the liinistry be continued. 


fn inspection trip to the A.D.S. project in’ Jordan was made. A special report 
has been prepared covering these activities. , ' 


The planting program continued on schedule during December, and if growing 
conditions are normal, sufficient acreage has been planted of each vegetable under 
caida to meet expected demarids. 

A revised availability chart for all vegetables in which the a, is in- 
terested was prepared. This chart shows by months the probable availability of 
each kind of vegetable. Actual production during December of most vegetables ex- 
ceeded expectations. 


LIAISON SERVICES 


eet Electrical System - Approval was obtained for a rate structure for 

e sale oi electrical power at Madinat-Abgaiq. A letter was,ritten to Abgaiq pro- .. 
viding a basis to negotiate an agreement with the local entrepreneur in accordance 
with the approval obtained. 


Integrated Power Com - A number of discussions were held with Ahmad Jaf fali 
concerning the Titseration of Dhahran Electric Supply Company and Khobar llectric 
Company, and the expansion of their facilities as an integrated company. Ahmad 
Jaffali was unable to. come to an agreement with DESCO and Khobar Electric Company 


regarding participation in the integrated company and has therefore discontinued 
work on this project. 


Aero Service aeons Maps - The final shipment of maps for Dammam was received 
and the initial shipments for Al-ihobar were received, : 


Dughed thir. Hospital -.A letter is being sent to Sa'ud Dughaithir in nly to his 


request for assistance. . 


/ - 
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* 
E oss Hospital - Construction is proceeding on schedule and the completion date | 





remains May 1," 959» 


% Khobar Sewer - Preliminary plans reviewed and discussed with ACu representative 
in the field and coments forwarded to AOC Beirut. 


Cold Storage Plant, {l-thobar - A proposal was reviewed and coments siven to 
entrepreneur. further development of this project is of interest to Aramco 
and a study of the market situation will be made by. ACE for further use. 


Abgaig Bakery - Request was made and approved | on behalf of Nessrs. Sa'ad Al-Din - 
fonet and Sati Ibrahim for the guarantee of a loan Zor SR 55,000 to assist in the 
-establisiment of a bakery at Abgaiq. . 


Messrs. Muhammad Radhiyy Al Aswad and Ahmad Hamali - The sale of & 1,766 avainst 
a Saud riyal deposit was recommended and approved on behal? of the above in- 
dividuals to purchase a Caterpillar Traxcavator to use on Contract 3-725 for 
excavating, backfill and sand removal. 





white House - Recommendation was made and approved for the in- 
clusion of a orelgn exchange component of 60% in Aramco's ihn to this firm. 


Water Well Control Program: 


Wells cemented 5 

Well sites loé¢ated 8 

. Wells completed ” 9 
- Rigs in area Ly 
Geo-chemical sanples 39 


HOME OWNERSHIP . r 
During Deceniber, by malding s special efforts to complete all pendin; registra- 
tions as part of 1958 business, the monthly target of 5) houses. was exceeded by 
50% for a total of 81. The proportion of newly constructed houses to ready- 
built indicates more strongly the trend towards the newly constructed house. During 
‘this month, there were 50 newly constructed units and 31 ready-built units pur- 
chased. A new high of 1:2 applications was established and 97 loans were authorized 
during the month. 
‘This progress brought about the gratifying ire ae of 673 houses during 
1958 which is a ) excess above the annual target of 650, giving a grand’ total 
to date of 1323 houses acquired by Aramco Saudi employees through the Home Owner- 
ship Plan. In addition, there are 29) houses under construction. 


ABQATOQ 





*In the Abqaiq Area, the Demonstration Home has been completed in readiness ~ 
for an opening in Jamary 1), 1959. This nome will be the second demonstration 
house to be placed in operation.’ 


tows ; Page. ; a 
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The Abqaiq Municipality is negotiating the release of land to an entre- | 
preneur who intends to erect a dlinic and pharmacy. 


AL-KHOBAR 


Land dete Lopmens is continuing in the Tract desicnated by the al-lhobar 
Municipality for homes ox our employees. The temporary water system is nearing 
completion. Plans aré underway to start construction on the demonstration louse 
to be located here’s 


JAH TMAH 

The Demonstration Home in Rahimah is progressing satisfactorily with com- 
pletion scheduled in February. ‘Twenty per cent of the street paving has been 
completed. One of the local contractors las made plans to establish ay private 
clinic in the comm«nity. 


Work is progressing on i a car suqs being erected y private businessmen. 
Over-all lan for the sabaed future development of Raniah is under review 
to determine the most econontical and feasible development pattern. Indications” 


are. that a good casé can be presented to justify the negotiation for land to the 
north and east of the present development. 


— ae 
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ARABIAN AbURICAN OIL COMPANY 
PAYMENTS TO THis SAUDI ARAB GOVERNENT 
JANUARY -1959 


Wet Crude Runs from Field’ Storace During Month 
of December 1958 (Tons) 


Gross Amounts Paid: e 
Royalty - Crude 
Article 7 of December 30, 1930 Agreement 
Company Income Tax on 1958 Income ‘ 


Total Gross Amounts Paid 


Deductions from Royalty: 
Repayment of Saudi Government Railroad 


Construction Costs 
oe from Co _Income Tax: 
Assignment out = Tose Income Tax 


Total Deductions 


NET FUNDS RECEIVED DIRECTLY BY SAUDI - ARAB 








Distribution of Net Funds by Currencies 


U. S. Dollars ° 
Pounds 5terling 
French Francs 


Excludes payments of Customs, Duties, Licenses, Permits, Visas, 
Personal Income Taxes, and similar items. 


Amounts are svated herein in U. 5. Dollars or U. 5S. Dolvar 
equivalents ‘per agreements. 


Dhahran, Saudi Arabia 
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5 6,750,000 
175,000 


17; 261, 792 


p24, 206,792 
3 . 500,000 


11,500,000 


"$2,000,000 


~ 


2, 206,792 


3,353,292 
82627081 
. 226,119 


$12,206,792 
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FROM : American Consulate General, MIW(RAN 


TO : THE DEPARTMENT OF STATE, WASHINGTON. 
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; Com — V7 
SUBJECT: Arabian American Oil Company (Aramco) Statistical Data for December 1958" 
for Warter “ndins December 31, 1958. 





The svabian {merican Oil Company (Aramco) has passed, under confidential cover,™% 
the enclosed statistical report for December 1956 d for the quarter endin:: 
December 31, 193 
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Country: 


l. 


' Field. 





Abaqaiq 
Dammam ° 
Ghawar 
Qatif 
Safaniya 


Total 


éverace Gravity 


Saudi Arabia 
a 


OAFI 


33.0 
, Boe 


co 


379 


27 26 


35.8 





ARAPTAN AnbRICAN OTL COMPANY 


ecember 


Daily 


Average 


280,93) 
32,330 
570,07h 
“133h52 
37,291 


1,034,639 


STATISTICAL DATA 


Crude 0i1 Production During Deceiber 1958 - )2 Gallon Barrels 


lionthly 
Total 


8,708,939 


1,019,525 
20,772,308 
L17,012 
1,156,029 


32,073,813 © 


& 


| CONFIDENTIAL | End, NoL__ 
(Classification) Desp. No.348 —— 
A A 
‘ 


Year 1958 


N : 

8B , 831,026 

"13,5915;911 

2:7 ,506,691 
6,668,120 


13,887, 706 


2. Development Jells Completed During Month of December 1958 
Well ot Gas Dry Observation 


Manifa 2 


2a. Injection Jells Completed During hionth of December Ee 
Well Gas Water Total 


'Ain Dar 56 






Lorato 


Ai 


None 


Yells at End of December 1958 


ao ie 


Wells Com teted During lonth of December 1958 
Gas ; 


servation 


370,h35,75 


Total 
= 


Total 


(‘lells "Conipleted" do not indicate wells listed as teense on Page 2) 


‘lh. Condition. of 
(A) Completed ‘Wells: 
Abandoned 
Field Producing Oil Drilling 
Abu Hadriyah O 0 2 
al-'Alat ) O Z 
al-Jauf @) O 1 4 
Dammam 28 (a) 7 (b) 3 
Fadhili 0 O - 0 
Ghawar: 
'Ain Dar ho fe) 4 
. Shedgum 1h 0 1 
'Uthmaniyah 29 0 2 
Hawiyah 0 O 0 


OFOMN ONTDOCOW, 


Standing Shut-In 
Oil (c) Oil (d) Observation 


= 
GF 
w 


PWwWrHWwW OrRFOOFPhD 


CONFIDENTIAL 


Injec- 
tion 


uF 


Total 
Com-= 

- pleted 
Wells 


50 
h 
1 
J 

2 
1 


58 
17 
18 


At 


CONFIDENTIAL 
(Classification) 


> © 


| hh. (A) Completed ells (Continued) 


. Total 
Com= 
Abandoned Standing Shut-In. In- pleted 
Field Froducing: 0i1 Drilling Oil (c) Oil (d) Observation jection Jells 
Gharar: ; 

Haradh 0) 0 0 T 0 1 (6) 8 
Pazran 0) 0 0 2. @) 0 0 2 
Khurais 0. O 0 3 a8 O ) 3 
Khursaniyah 0. a” 0 3 @) 2 ) 5 
ila'qala 0 0 1. 0. 6) 0 O i 
Manifa 0) 0 ae) 2 0 0 0 2 
Qatif LO 0 1. O O An 0 12 
_ Safaniya 19. 0 0 13 1 1 0 33° 
Stratigraphic _ 0 0 ae _o me - a :) i * 

ae Ss ek “16 321 
(a). “Includes 3“prodicing/fells. 
(b) Includes 2 abandoned gas wells. 
(ce) Standing oi11 well has oil to surface but no surface facilities. 
(d) Shut-in oil well is not producing. 
(e) Dammam Well );3 (gas) is a temporarily suspended workover. 
(f) Well bore filled with mud. ; 
(g) Includes ‘Abqaiq ‘ell 329 which is a gas car observation well. 
(h) The classification of 'Ain Dar felis 54 and 65 has been changed from~as 
injection to standing oil. 
(B) Jells Not Completed: 
Rigging Up 
; of; Field 
Well hoving In Drilling Total Suspended 
Abgaiq 75 | 1. . - = 
Ghawar: 
'Ain Dar 66 -. - - 1 
'Ain Dar 60 - 1 L - 
'Ain Dar 68 - an le - 
'Uthmaniyah 38 ie e if 1 
Haradh ) - - - i 
Khurais ) - 1 if - 
Khursaniyah 6 - xh 1 - 
Qatif 13 ~ - - 1 
otal a 4 4 8 


_ 
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5. Refined Products, Month of December 1958 (2 Gallon Barrels - Thousands) 





Ras Tanura Refinery: Input-Output 
Processed at tefinery ; 5,032 ‘ 
Production: Gasoline ; | . h72 

Jet Fuel 477 
Kerosenes | 
Diesel Oils 1,175 
Fuel Oils 1,902 
Others 7 
Unfinished Oils . 5.6 
Losses or (Gains) . (30) 

Total 5,032 


6. Stocks as.of December 31, 1958 (2 -Gallon Barrels - Thousands)» 


Refinery Products: 


Gasolines . 98 
Jet Fuel 248 
Kerosenes. ‘ 33h 
Diesel. Oils 1,907 

Fuel Oils 
thers (Including Unfinished Oils) — 976 
Subtotal 5877 


Furchased Products: 


Aviation Gasoline — "150 » 
Lubrication Oils é& Greases 12 


Total ° 5,039 


General Accounting Department 
Analytical Division 
February 7, 1959. 


oe ee 
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| s ARAPTAN AMERICAN OTL COMPAIY | 


CRUDE OIL R&PORT 





lionth of December 1958 
Country: Saudi Arabia 


Barrels of ) 





. : | ; . 42 U. S. Gallons 
“1. Stocks, First of Month 13,682,791 
2. Production by Principal Fields: 
Abqaig 8,708,939 
~ Dammam 1,019,525 
Ghawar ‘205772; 308 
Qatif 8° EEOL2 
Safaniya 1,156,029 
3. ‘Total Crude Production | 32,073,813 
he “Batinbetl Gaséline, etc., Mixed with Crude Qty. Not Determined . 
5. Other Supply | | - 

6. TOTAL . 45,756,60) 
:¥. Processed at Refinery a 5,032,048 Px 
8. Pipeline Deltverties from Country 1,86), 98), 

9. ‘Jater Shipments of Crude from Country 11,105,757 
10. Other Shipments oes | 93 649 
11. Fuel and Losses - 30,02 
12, Stocks, End of Month 14,630,142 
13. TOLAL 454756, 60h 





General Accounting Department 
Analytical Division 


ia 7, 1959. | 


¥ , CONFIDENTIAL 


Country: 


Saudi Arabia 
Barrels of ),;2 U.S. Gallons 
“Stocks ab 

input-vutput ind. of Month 

1. Processed at Refinery 5,032,048 6,497 

2. Natural Gasoline & Other 

Light Products Qty. Not Determined © 

3. A.» Purchased Oil Rerun - : 

h, TOTAL INPUT’ 54032, 0),8 

5. Aviation Gasoline _- - 

6. Other Gasolines 471,631 975977 

‘ 8. Kerosenes Mh2, 517 333,607 

9.. Distillates 1 517,598 1,906,592. ~ 

10. Residual Fuel Oil Ls a Doe 6h, 312 

Ll. Ltbricstyug Oil - 
‘12. Asphalt ee: 

13. Miscellaneous ) 7,468 ~ 105,436 
Uy. Unfinished Oils Produced (Net) 546,330 870,613. 
-15. Losses or (Gains) (29,620) _ si 

16. ‘TOTAL 32032,0h8° 1,882,703 

Lis Daily iverazge Crude Oil oe Capacity 

of this plant: 189,000 Barrels 
18. Fuel Consumption at Plant of Oils Reported: Above: 


ARABIAN 


Residual Fuel Oil 
Other Oils - Unfinished 


General Accounting Department 
Analytical Division 
February 7, 1959. 


i 
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RICAN OIL Col PANY 


REFINERY REPORT 


Month, of December 1958 


eer eet ne cee mite Ne ap em ge Ne et 


3,640 Barrels 
328,759 Barrels 


country: 


= 


12. 


fics Tae CONFIDENTIAL _ 


(Classification) 


ARABIAN Musica’ OTL COMPANY 


PETROLEUM OVS iaNT REPORT 


Saudi Arabia 


Crude Oil 

Aviation Gasoline 

Other Gasolines and Naphtha 
‘ 


Jet fuel 


kerosene 


Distillate 


Residual #uel Oil © 


Lubricating O11 and Grease | 


_ Asphalt 


liiscellaneous 


TOTAL 


honth of December 1958 


Rarrels .oi 2 U. 5. Gallons 


—— 





(a) Includes 36,369 Barrels Punker Oil Laden. 


(b) Includes 379,386 Barrels Punker Oi] Laden. 


, sls 
Transporting Companies: 


Names of Various Shipping Companies which Transported the Reported 


Above: 


Not Available 


General Accounting Department 
Analytical Division 
February 7, 1959. 


CONT DENTIAL 


we | 25,982,065 
32,376 Asliree 
“ 291,869 
ee 573,018 
. 265,521 
- 682,584 (a) 
i ie | . 2,638,006 (b) ? 
25722 : ay | 
355098 30,33, 860 


a 


ae ie CONFIDENTIAL - — Enel. No—45 
Le Desp. No.__349_ 
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ARARTAN AVERICAM OIL. COMPAY . | 


STATISTICAL DATA 


Country: Saudi Arabia 
1. iarketing in Saudi Arabia - Quarter nded December 31, 1958 
” > 4 r : 
h2 Gallon Parrels (Thousands) 


Refinery Products © 


Gasolines 287 
* Jet Fuel . = ‘10 
Kerosenes 102 
Diesel Oils . 179 
Fuel Oil 16 
Others "> -<oE3 
Purchaséd Products. Sold 
“Aviation Gasolines 36 
Lubricating Oils & 
Greases a 
Total 615 
: == 


2. Imports, Quarter Ended December 31, 1958 


2 Gallon Parrels (Thousands) 


-Aviation Gasolines 130 
Lubricating Oils &, 

ureases — 6 

- ‘Total - 136 


* es Exploration Activities - Quarter ended December 31, 1958 


Geophysical field Parties 


Seismograph Party 1 continued reconnaissance survey of the sand 
mountain area of the eastern Rub' al Khali. Oreration of this party 
was suspended at the end of December. 


Seismograrh Party 3 continued reconnaissance or the south end 
or the Senacadh trend and associated areas in’ the south central 
Rub! al Khali. Work was discontinued in this area in mid-December 
in preparation of a move to the eastern Rub' al Khali. 


an _ = 





a 


iis 


axploratory Drilling Operations - Quarter ended December 31, 1950 


are CONFIDENT LAL Encl Now: 





Fronft™ConGen, Dhahran 


Seismograph Party |; continued survey of the northern Surman 
Gravel Plains area southwest of Qaisumah. 


Seismograph Party 5 conducted 4 refraction seismic survey in the 
southwestern tub! al thali. 


da) 


‘Structure Drill Party 1 continued a reconnaissance provran 0” the 
far southwestern Rub! al Khali. a 


Structure Drill Party 2 continued its reconnaissance prosran in 
the soutinestern heal al iknali. , 


| Structure Drill Party }; continued definitive reconnaissance of 
the Interior Homocline south of Khurais. 


Structure Drill Party 5, with the I-32 rig, drilled on a 
stratigraphic hole in the. southwestern ub' al Khali. <A second rig 
of the varty drilled water wells for seisiic operations. ‘This second 
drill ‘suspended operations at the end of December. 


seneral Accounting Department 
Analytical Division 
February 7, 1959. 

“. 
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FROM: American Consulate Gerienal, Dhahran. 







DESP. NO. 


THE DEPARTMENT OF STATE, WASHINGTON. 
pc . 


eport of the’ Aotivities or ‘the. Tranco Arab “Development Department, 
January 1959. 


SUBJECT: 


| imclosed is an edited activity report of the Arab Development Jepartnient , ; | 


4rabian American 011 Company -(ARMCO), for Jamary 1959. A chart on the Home Ovner- 
ship Program has been deleted. | 








Mater K. Schwinn 
erican Consul Genera] 





cl. 
Report, Sanwa’ "1959 


ce: Amembassy, Jidda 


RKLewis:ds 


REPORTER 
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UNCLASSIvTE oo 
: No._322 
ae porion “AmConGen, Dhahran 


| ARAB DEVELOPMENT DEPAQTLERT | 


JATUARY 1959 : 





WPMD ACN snircp yn Ty AO 
GUiyt RAC? Peay Ee ih oy ath reann & 





Jecenber payments to contractors ciounted to)?! 1,205,311 as conmared ie th 
.p 3} ce . 


3 5 255,377 in hovenber, an ineresse of 1 *. £n estimated 9,506 contractors! en- 
prloyees were. eneaved in «rori: covered ty 110 contractors. “he ratio of ane a 













to Active_contracts-ywas-l-to-10-as compared tha lo te Lo sui erevions pertoc. 

: January !{ctivit; Value in Saudi itiyals 
Area ¢: Pe NY E i (fixed Frice or honthiy “ate) 
Unit - 1959 ew Amended ‘Tern. 1959. New Contr. New Amend, 








District tg “og 2 1 \9 75220 Z 
Constr. 1 - be ) 35 “hfe 11,750 
fetal, 90 . °£ 5 aa 5 7,220 TL 750 
Dhahran . ; 
District 31 2 2 3 30 . 
Constr.: ~ 56 9 3 23 h 329,9 986. - 
Losplor.- h be - rd 3 - 
Other 3.0.% 3h _ 3 aaa 29 “ o 900 
Total 125 i °e 32 Tok 329,900 900 


as Tanura 


‘District 35 - - - + - 11, 250 
Constre - 55 aan 5 Sh Sisco 305,600 
Total 90 ir 5 a 5 o9 oy ee 315,050 


Guim TOTAL 305°. 16 ~~ 29 lids 277 391, Liby2 329,00 


* Jiddah contracting activity has been included in other 3.0. cate-ory. 


General ‘oe 





7 ANT A HN 


- Ler Jeneral Instruction }:55,090 on administration of UNIT 
ti CONTRACTS was issued January 26th. 


LOU: titel ALT HU OU Uh us 
apline contractin:; activity indicated ten contracts at tie end of January 
with four amendments and six contracts completed or terminated during 
Jamary  : , 











(Glassifeaton). | Desp. Ne_355__ 


AGRICULTURAL AS 5 SISTANCE 
; | 

Turin: the month tiro conferences were eld sriti. br. iu futanin, Jirector 
of Acriculture for the Sastern Province, concerminy cooverative efforts to stim- 
late ain diyrove azriculvural contitions. locust control is one oF tH. “0st in- 
portant sincle items upon sien joint efforts -rith the Uniteil Uattens Locust Con- 
trol: “'eans*is needed.. He remiested sramco assistance in viis joint provran as- 
indications ave tuai of neaviier than rornel infestation of locusts tit ear. 








on .crenditure Jeqvest for vol.,O50 has heen subwitted. for tiie wrpose o2 pro- 
viding assistance to the United i‘avi.ons: Locust Centroi-Team. ‘fnis’ ones 7ill be 


c 


used Yor assisting in the control of locusts in ovr ‘vicinity. 


some }; 1/2 inches of rain tell durin: the monti yrich danated the vecetable. 
production srocran. It hindered vurt er rlantin: to surply Zuture needs and re- 
tarded te rirenin:: of all vervebarics scheduled for harvest durin Jamer;y. This 


was nore rein than fell durin; the entire rear: of 1958, 


Attempts ‘are still bein: ade to clear the 
Government, 


mhof? Troject wit. the Central 


bE! 


Actual: lard levelins with a 0-8 and Carry-All was started on the vavadi farm 
to facilitate .:odern irrivation. ‘This is the first: farm in the astern Frovince 
1 


where a rrivatve individual has utilized heavy; ea eth-movins equipment to, construct 
a prover water control system. ‘ 


LIAISOLN SERVICES - 


Intesrated Power Co. - Tio sxpenditure femests were approved. One “spenditure 
Request in the arount of 30,000 is to provide a manazer for Dhahran “lectric 
Supply Co. and Khobar "lectrie Co. ‘The other in the amount of 25,000 is to 
Betis. tie present and future prover requirements oz the local area‘and to provide 
ecifications in sufficient detail Zor %n-ineerin:: Companies to bid on the 
scat ori, construction and operation oF new ceneratin: facilities, transmission 
and’distribution lines, substations, ctc. ‘he cost ox this study to be paid Zor — 
by the pover comranies if they accept the study. j 


Dry tarl Shovken, Mana‘ing Director of DFU, arrived in Uhahran to nevotiate 
contracts for proVidin- the i:ana‘er and tic <nvineers for the study. © 


. 





Medina Abqaiq Fower Co. - Necotiations “.etuween Jalen Fa-ifussxin and. Abqaiq District 
regardin’: the sale of cnervy by jvanco resvlted in a canplete deadlock. A new 
basis of .nevotiation vas prerared and am roved by Lr. Fe. «. ivnot. 


Detervent Manufacture - A letter tras sent to Valirornia Chemical International 
Inc. (a foreign subsidiary or Oronite) foryvardins a copy of the ACE study on 
Detergent Manufacturing in Saudi Arabia. It is sntbicipated that a representative 
of California Chemical’ International Inc. will he brow Wt to the field in an 
effort to determine the econoriic feasibility or detergent rianufacturing Locally. 


| 





UNCLASSIVIED 











(Classification) Desp. No_359_ ‘ 
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Dossary Ilosnital - Construction is »roceedin on schedule and co:rletion 
mains hay Ll, 1959, ' 


Yertilizer lianviacture - Assistance’ is rg eiven to a Juteh Mim witich is in- 
nine | = = Pe ; = 

terested in manufacturin: Amaonivm sulphate and Urea, ‘To start ‘ith, cas from 
the Qatit ficla will te utilised. “ne nm 23 scheduled to te in oreracion in 


three years writs a rroduction of 359 tons ;er Jar of wich 95,, ‘11 Le Tor ex 
port. “his is devendent, of course, on the conclusion of nécessar” amreenents. 


Saudi Industrial vas Co. - Jest equipment Tor oxyven cylinders was 3 ipved from 
Liquid Air—o., #rance on January 23.. Ory ice will be «:anufactsred tis coming 
sumer. A trial run of tac dry ice equipment.is scheduled for *ebruary. 






Aero service ozraphic Mars (Al-khobar) - Additional shipments received during 
anuary brou ht the total received by month end to avrroximatel; 75.0 of the 
total. job.- ; 





Khobar Severs - An Araaco ensineer discussed a numter-o? teci:nical details trith - 
the SCH in Feirut. istually satisfactory solutions were found to the problens 
and: the yrelininar;y design .can now be finalized. 


Steel Pipe ivanufacture - Information was assembled to reply to.a rec-est for 
assistance in estaklishin= a plant for the i1arwfacture of steel pipes. 


Qahtani \Jarehouse - echnical data was transmitted to Dhahran Distriet =n-ineer- 
ing alone with a reovest for design of bas acer 











. ~ 
Balkhair Frintin; Flant - Information was assaibled to reply to a remest for. 


financial assistance. 

aS 

Dammam Laundry ¢: Dry Cleanings Company - 2tccqvest was i.ude and a vrroved to increase 
e forelsn exchanze component from 0 }:9.5 in sramco's payiie nts to the 
laundry e “? : , 7) 


Yater Jells 






er 2 


EE 


Jells completed 
New sites located ; 12 
Jells cemented 

Rigs in area 
Geochemical samples 


YSe 


HOME OWMERSHIF 


Only 2 houses were constructed or rurchased under the Loan Plan, which 
is 77.8% of the montaly target. The emphasis placed on quality, coupled with loss 
of time due to rain, contributed to the lesser number of completions, This is a 
‘temporary condition which will be alleviated by a seneral broadening of the 
program to allo: for achievement of the quantitative target and at the save time 


continue improvins the quality standard. ‘The nwaber of-units under construction 








UNCLASSIFIED - Encl. No 
tr, aa (Classification) Desp. No._355 — 











has increased to 330. ito increase in vnit cost is arparent. 


ébqaioa 
. 
The Jenonstration = Jas fomiaily opencd -ith aprropriate cerenony and 








television covera c. G Heavy uvtr area has been relocated to the 
Jest side of the ‘Ain not only as an Lirrrover ene is over-all site 
planning but releases Ldential exransion. 
Al-ihobar 

Neyotiations wltn this .uniciralivy are underway with respect to the loans 


4 
tovard water au sever S/ste.S. -ormal letters of acr ment are being prey ared to 
cover the various tewis of the loans that prevsenely han 
4 * ge. sgt 5 a £ 
and iby letters. Site development o! the ‘est a ~ihobar rack, Pianeta a 


temporary. vacer -system, is in provress. eer ae Coustruction jsr- sis deea is 
tentatively rlarned to stert in d‘rril. 


Dammam 





There :as been no further development with res; ect to the loan offered to 
the Darman-+:unicipality regardin;, a walter syste ror has the subjeet been . entioned 
by Iunicipality representatives durin; rovtine reetinus. The rrincipal activity 
near Dammam has been the completion of plans for expsndinzg resicential lots to 
conform with the 1959 housin- construction schedule in this area. 


2ahimah 





A commlcte review of immediate and longsrange development ae this sunicipality 
‘was made Jurin= the month which will result in substantial savings for land develop- 
‘ent anc resorient the cirection of development to allow the Hoa sration of the 
present vonpany General Camp arca, should this, he feasible in the future. The 
review proved tat develornent beyond 1959 involves careful reconsideration of 
pursuine the matter of title clearance of a large tlock of land alle edly owned by 
a private individual. All relevant factors to this ‘subject have now been docu- 
mented and are teins processed for i.anavement review and decision. 


ol > 
seneral 
\\ 3 . 
The; first of a series o films to *e used in counselling. builders and em- 
ployees in constrvction techniques of ees plan houses nas been filmed and is now 
in the printing process ‘The subject of inis film is "Concrete iixing and Placing." 


The films are one of the technioues bein= employed to oltain quality Laprovenent. 


steps are being taken toward water conservation, ‘aver lines to loan plan 
‘houses are bein: redué@ed to deinch dianeter ripe. Use ov orifices and surtiuer use 


of roof tanks are under consideration. 


> 
& , 
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SUBJECT: Nonthly News Seon E Jamar 1959, Issued by Aramco. 


The Arabian Ameri canOil. © any (Aranco) Current Affairs Section prepares a 
monthly news chronology of events + ~saudi Arabia. ,the chronology for January 1959 
is enclosed. To eee | 







fae ie Consul General 





Encl. 
As above. 


t : : ~ 
ce: Amembassy, Jidda @ $ 
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Jamary 2: 


January |: 


An 


Jamary 


January 7: 


January 10: 


January 1: 


” 
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<r. 


Reirute.2yach Tank is, inaugurated in ‘cirut with a 
capital of ry willion.-- eirvt dailics L'orient and 
The Deily Star, 3 Jan. 


Uf8 fmbassador Hafidh il uhammad 2bu al-shuhuci presents 
his credentials to “™ Kine. sa'nud in the wresence of 
Crown frince “aisal.--iadio i.ecea, |) Jan. 


Wt King J3a'ud flies — wedina to Uiyvyadh,. UL 
jSecrevary seneral Da: H Hauarskjold arrives in tiyadh . 
for a 2lj-hour hit ooul tadio i.ecea, ) Jan. 


Saudi Arabia's Ambassador to the UA, if. s5haikh Ibrahim 
ibn Sulaiman 41 'Agil, leads a ten-man Saudi frabian - 
delesation to the Arak League Leonomic Council session 


ain Cairo.--Radio liecca, 5 Jan. 


Hi King Sa'tud and Grown Prince Faisal confer with hr. 
Hammarskjold, ‘fis Majesty outlines Sandi Arabia's 
foreif¢n policy, particularly with resrect to Alceria, 
Palestine, Oman, and the turaimi dispute, ieich he 
declares will te submitted to the United Nations.-- 
Radio Mecca, 5 Jan. 

{ 
Hi Kins %a'ud returns to i.edina to resume his inspection 
trip. lr. Hanmarsijold leaves tiyadh for Cairo.-- 
Radio Mecca, 5 Jan. 


The Japanese Government announces plans to establish a 
diplomatic o°fice in tiyadh as part of a polity 
increasin:: Japanese contacts with the ididdle last.-- 
UPI, 7 Jan. 


The kinistry of #inance anc National sconoriy orders all 
commercial banks to deposit at least 15,5 of their 
capital with the Saudi Arabian Lonetary .zency, -thus 
strenzthenin: the latter's role as a central bank.-- 
Radio “Neeea, 10 Jan. 


The Saudi Arabian budcet for 1378/1379 (1959) is 
promulgated by royal decree. Revenues are estimated at 
SR1 10 million and expenditures at 3% 1,250 million; 
the deference will te devoted to debt retirement =~ 

- Radio Mecca, 1) Jan. 
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The tublication license of the Ji da’ weeltly al-Adhwa i 
revoked by royal Gecree as a result of offensive 
material rublished in the issue: of 13 January 1959. 
--Jidda weekly 'trafat and daily al-"iladi_al-sa'udiyah, 
19 Jan. 


Ht Shaikh "abd Allsh Thn Tasan:4l al-Shaikh, Thief 
wads oN ‘he ijaz, dies in .ecca. Death of Dr. 

‘bd b "Aggzan, “eetor of ing Ja'ud University, 
is meat Odcs in SaaS lecca, 18 Jan. 
ii. Rushdi “e; olhas, a senior orficial of the royal 
cabinet, cies in Jiddah.--itadio :.ecca, 22 Jan. 


resident ‘aro famashita and six other officials of the 
Japanese arabian 011 Company arrive in Jiddeh. The 
purpose 02 their visit is to acquaint themselves -nth 
local officials and to review the Company's arran;;ements 


for drillins in its offshore Veutral ‘one concession. 
--UFI, 25 Jm. 


. oe 
(63) 


Nour Jaudi Jivabian nevspapers merge. ‘'he -.ecca daily 

ira and tiie tri-veel:ly al-Nadwah join under the latter's 
namee In Jivdan the weelly ‘Arafat and the daily al-Bilad 
al-Sa'udiyah unite to form the daily: al-Pilad. - ado 
Mecca, 25 Jan. 


H2 Sayyid Tahir al-Nabbash, a former Director of -iduca- 
tion and member.o” the Sonsnltative Council, dies in 
Cairo while underszoins medical treatment.--Radio,!.ecca, 
27 Jan. 


At a press conierence in Gairo, Saudi isinister of Jtate 
for UN Affairs Almnad al-Jiqairi expresses iis’ country's 


gratitude Jor the U2's.stand durin: the -nelo-igyptian 


financial nevotiations. :'& declares that Saudi Aralbia 
will refuse to re-estahlish diplomatic relations tith 
Pritain until the “uraimi dispute and other frontier 
demarcation rroblems are settleds--Tcirut dailies 
al-Jaridah, al-Siyasah, and L'orient; 29 Jan: JUai.ro 


dailies al-Ahram end al-Alhbar, 29 Jan. 





Hi. Kine Sa'ud returns to Ciyadh, concludin: a 0-day 
insrection trip which tool: hin north to the Qasim 
district, west to i edina, and sout» to Jiddah, l.ecca, ’ 
and the ran-es os the Qahtan and 'Utaibah tribes.-- 


Radio i-ecca, 3° 


Jan. 


| 
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SUBJECT: .iliddle East Developments and frends as Reported to Aramco Management, 
Jamuary 1959 ; 


Hach nonth the Current Affairs Section, Arabian American Oil Company ( ARAHCO), 
draws ‘up a report on developments and trends in the riddle last. This paper is 
marked "confidential" and is circulated to a limited list of top management personnel. 


A copy of the report for Jamuary 1959 is enclosed, not so much for the information 
i% contains but as an example of a digest of the situation in the iiiddle Hast 
provided for executive management of the Company. : 
» “alter K. K¢ | 
‘American Consul General 
incl. 
Developments and Trends 
(January 1959) 
cc: Amembassy, JIDDA i 
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, | 3 , DEVELOPMENTS AND TRENDS | 
~~ (Jamary 1959) 


CONFIDENTIAL: : 
An economic confer rebedy'a Shinde settleuent, a new propaganda war--these 
vere the most notable mee | “astern cevplopments curing January. “em ag 38 


vhe fifth Sushiives the Arab League (High) Economic Council met in Cairo on 
5a1) January.» iconomic projects which have lons been bandied about—in-Arab-ecir- 
cles vere.sprominent on the acenda. The Arab Common liarket proposal: received ‘a 
“new inpetus from the inauguration of its European counterpart on the first of the 
year, ‘The Council approved, the draft of a unified Arab taviftf and voted to form 
a provisional council <rith permanent headquarters in Cairo to implement the Conon 
Market. .Lebanon and Libya joined the ‘Arab bonetary Fund for Sconomic Vevelopment 
(often called the Arab Development Tank), thereby raisin. tne total subscription 
to the minimum of 755 required to establish the fund. The Jund's initial capital 
will be 20 million igyptian pounds. Subscription to the fund was to have-corres- 
ponded proportionately to each menber's contribution to the Arab Lea;ue budget. 
The Council, however, adopted an Iraqi anendment desi’ned to prevent -a sing ‘le ‘ 
country from dominating the Fund by settins the maximum individual share ai 0%. 
The UAR agreed ‘to ‘sell 10 of its 50/3 share holdin= to other members once the Fund 
has been established. Saudi Arabia has agreed to join the Fund with a subscrip- 
tion of 14.57%. The other major economic c unity schemes considered by the Council . 
remained in the planning stage. The Council voted to establish tethnical cornmit- © 
tees to study the.creation of a unified Arab tanker company with an initial capital 
of 5.3 million “egyptian pounds and to prepare a draft plan for a joint Arab pipe- 
line comipany and a draft agreement to coordinate Arab oil policy. The Saudi 
Arabian delezation, led by Hu Shaikn - Ibrahim ibn Sulaiman Al 'Aqil, and sparked 
by. Shaikh 'Abd Allah al-Tariki, was Active in these projects. 


An Anglo~Eeyptian ‘settlacent o: the financial problems. arising out of the 
Suez crisis o 1956 was initialled in Cairo on 15 January but remained unsigned 
at the end of the month. -At first tre delay was’ attributed to a prestige tangle 
over the stavus of a Pritish mission to be sent to Cairo to help implement, the 
agreenent. ‘the UAl's resistance to all fritish overtures leading toward the 
resumption of asia anh relations was widely interpreted as deference to Saudi 
Arabian views. Atv a press conference in Cairo, Saudi Minister of State for UN 
Affairs Aimad al-Shuqairi thanked ‘tie UAR for its stand and declared that Saudi 
Arabia regards the solution of the Puraimi dispute and other border problems in- 
volving FPritain as a prerequisite to the restoration of diplomatic relations. — 
Toward the end of the iuonth it became apparent that the delay in signing the agree- 
ment involved a substamtive dispute as well over the classification of a large 
plot of sequestered Pritish-owned real estate near Alexandria. -/hile the final 
settlement ould seem to have been negotiated too hastily, neither side has ~ 
moved to repudiate it; and simature is still expected. According to the agree- 
ment. the UAR will compensate ovmers of British property seized in Egypt, and- 
Britain will release the Evyptian sterling balances frozen in London. Britain's 
saaee for the loss of the Suez military base and the UAR's claims for war damages 
incurred ENE the 1956 invasion will be mutually surrendered. 


ONE TD A 








: Encl, No d 
‘Desp. No.358-_ 
2 5 From_fyaConGen,—Dhahvan — ; } Tan 








“he rift between tlic ULt and tite Iraqi reine over the latter's pro-Communist 
dritt. tidened during Janvary end found exmression in a subtle but vigorous ‘pro- 
pagenda war. aliio Tachdad continued to browleast tie trials of leaders of the 
fallen reimc, and of nore recent "traitors", usin: the. proceedinss as a platform 
for avtackine the UR. The UAR's radio responded vicorously broadeastin: excerpts . 
from the rres3. Jts propaganda -uns vere initially trained on Fadhil al-iahdatwi ; 
and iajid lvhaiad coring lresidens and Prosecutor -of the Feople's Count, and: later 
shifted to include -leneral .'2hd al-Uarim Jasim. The vremler was assailed for 
surroundin:: himself «iti: Jormmnisss, Jor heedin: divisive imperialistic counsel, 
and for persecutin: srab nationalists. at the’ Tventy-irst fart; Conzress in 
Moscow, Soviet frenier ithrusehev- indirectly entered the fray with cautious 
criticism of the cammaicn in "some countries" a ainst "provressive ‘forces" under 
"the false slovan of anti-Commnism'",  Hthout ricntionin: specific developments 
in Iraq or the UAN, he said it tras tron: to deseribe i:iddle Lastern Conmunists .as 
vorlcins avcinss the interests of Une Arab péoples.- in an overtly friendly -riposte, 
the UAt's press. reminded ‘hruschev of the principles of tandun: and reiterated the- 
charce that local: Arab Comaunisis \:ad'deviated from their early .suprort of Arab 
nationalisn. ‘ “ge 


In-Iraq the tasin re; rine completed Six sonths in rover: during xtind.ch its 

principal. activities seem to ‘ave been ere ‘at svaying in power. To dat 

it has evinced nia aaa of all actions of the former reine, opposition to 
Président Garal’ 'Abd pl-Uasir's: brand of Arab nationalism, and the desire to hol- 
ster itself :ith suprort from both the 3oviet Union and the Jiest. Zts positive 
achievements secnied few indeed. General 'Abd al-Karim Qasim remains an enigma, 
willing to speak ‘only in senetalities, ‘iis Army Day speech on 6 January was void 
of substance. A Soviet mission toured Iraq durins January as’ a harbinger of 
Soviet econoric oid and reportedly received an advanced look at Iraq's new in- 
dustrialization plan. ‘Soviet military uid was implicitly aclnowledged when 
General Shalcir iahiiud, Shukri. announced tha. the Iraqi Army is tein: re-equirped 
swith ::odern weapons from "friendly countries." Yew asim continued to procras- 
tinate.on issues ‘shich macht antaconize the ‘est such as withdrawal from the — 
Pachdad Fact, execution of the condemned leaders of ne fomier ‘overnment, and the 
. expulsi.on of remainins jesvern arbi! and technical personnel. The regime's 
hostility; to Arab Dear ee wa pEicoscrmmiinnn gs by the per cer conzirmation of 
the trial ani comriction o. 'AbI gi-seLan mit and leshid "ALL el-Gilani, buts 
asim rioved to curb acerca Conmmunis % Pee Sia in the scureets or Saghdad 
“he new #igth Army Division, sthos¢ creation «ras announced on 6 January, is- believed 
to be intended.as a trustcrorthy security unit for the capital. On 1h January 
General Qasin restricted the activities of the people's militia and the student 
union's homecuard (both para-military orcanizations with ill-defined police powers 
forncd after the Revolution) to the direct supervision of the Iraqi Army anc the - 
Sovernor: General. 


) 
The Sixth Baghdad Pact session held in Yarachi on 22-23 January “sas a 
routine end outwardly harmonious affair. ‘The emphasis fell upon economic devel- 
opment as 2 iieans of conbatting igdirect aggression. Once again the United States 
declined to join tne Pact, although U3 participation in the economic, military, 
and anti-subversion committees make it a member in effect if not in name. US 
officials have indicated that they envisae the bilateral defense asreemenis 
currently under nevotiation with Fakistan, Iran, and ‘Turkey as psychological 
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substitutes for Us membership. Those acreenents till merely rephrase. existing 
commitments and will not constitute the blanket miarenbees azainst avbaci: trom 
any cuarter sou iit br the ract's Asian members. In ‘ashinzgton thé second 
anniversary of ‘thc ermmeiation of the visenhover Doctrine uas allowed.to pass 
unnoticed. 

‘ . 

.' In saudi frabia Hi. Gint satud spent most of January on an inspection trip 
in the Jest. Wins sa'ud and Crowm Prince *aisal cons “cred with UL Secretary 
General Dam } ‘ammars!sjold in :Gyadh on 5 January. ‘is iajesty, outlined Arab 
views on Algeria, Palestine, and Oman, and declared that the - uradii dispute 
~wWiLl -be- rezerred to ‘the United} Natvions.. In London a Tritish Yoreicn Office 
spokesman said that Pritain had-not heard o2%, any nev Saudi. intentions from either 
the UN-Secretar; General or Fakistan (vhich is currently representin: Pritish 
antes ‘ests in jondi Ave abia). Ffritain's position, he declared, .comains «hat ex- 
pressed tty “oreizn: sapatany seluyn Lloyd in the House, of Commons last November, 
rely that the Duraimi, & ie con best be settled atver the réstoravion of 
‘diplomatic - -relavions. Sanda Arabia's ceneral bud: etwas promuléated on 1) January 
following inténsive efforts by the Council of Hinisters «and Dr. Zalci ‘Sa'd, the 
‘overnment's financial adviser. The budset,.weich balanced at 3R 1,10 million 
(3373 million), was characterized wy realistic revenue estinates; veduatlons in 
defense, tribal, Navional Guard, and unidentified tunds (e.g. "emerczency", 
ni scel'Lancous", etc.)3 ‘enveaaed. spending Sor covermnient i:tinistries and acenties 
directly servin: the public; sllocations.for dett retirement; and identit “ication 
and consolidation-of Privy Furse funds (apparently reflectin, further restriction 
and reduction oz Royal amily spending).° A number of peominent Saudi. Arabs died 
during the month. Four Saudi: newspapers merged. after protracted negotiations 
and repeated ursin:: by the Crow Frince. - Al-Adhwa, which was expected to have 
been part of the verzer, vas banned. It was The most outspoken of Aranco's 
critics. 

In Aden Britain continued to sponsor pro-ress sorard aederation and limited 
self-rule. On 5 January twelve "moderates" (i.e. tose willin,. to abide ‘by the 
status quo) were elected to the. Lerislative Assembly. ‘the South Arabian League 
and the Aden Trade Union Congress led a nationalist boycott of the. elections. 
British military headquarters’ on “ahrain’ announced thay the Sultan of Muscat's 
troops captured thé Jahal al-Akhdar revion in an operation beginnins on the 
nicht of 30 January. Considerable arms anc supplies were reported captured, but 
the three principal Omani leaders were still av lavee. Pritish sources inmedi- 
ately concluded that they had. escaped to Saudi srabia. 
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SUBJECT: Observations on the Near East x R #2 & 3a”, 0 
(4) ia 7 F6L,00 | 


PARTICIPANTS: Mr. James T. Duce’, etioing Vice President for Government 
Relations, Arabian American 0il Company 

Mr. Ronald Metz, ARAMCO 

Mr. James Knight, ARAMCO 

NEA - Mr. Parker T. Hart 

NE - Mrf David D,. Newsom © 
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ze Mr. Duce, having just returned from/a trip to the Near East, explained 

that he wished to inform Mr. Hart concerning talks he had had in Saudi Arabia 
and in London and to pass on certain observations regarding other situations 
in the area. 


4 
bg o 


While in Saudi Arabia he had explained to. Prince Faisal his views that 
a settlement of the long-standing dispute between the United Kingdom and 
Saudi Arabia was in the interest of both parties. Prince Faisal agreed 
that a settlement was desirable and emphasized that he did'not wish to see | V 
. the British driven from the Persian Gulf, that-he believed a continuing SS 
British position in the Gulf was in Saudi Arabia's interest. Mr. Duce said 
he did not inquire as to why Prince Faisal felt this to be so, but said he 
believed it was because the Prince probably felt a strong naval power in the 
Gulf ee a measure of protection for Saudi Arabia. 


ege-2/e9g7°voes 


Mr. Duce, encouraged by what Prince Faisal had said, then arranged to 
talk with the British Political Resident in the Persian Gulf, Sir George 
‘Middleton. While Sir George was sympathetic with the need for a settlement, 
-he' said it would be necessary to consult London. Subsequently Mr. Duce did 
this. He found a sympathetic hearing in the Foreign Office where after some 
discussion, they agreed with Mr. Buce's suggestion of a possible further 
meeting, as if by chance, between Azzam Pasha and a senior British represent- 
ative to discuss, without prior’commitment, the general question of — 
between Saudi Arabia and the United Kingdom. The place suggested was 


Es 7 ,3 big. Zurich. 
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Zurich. Mr. Duce said George Rentz of ARAMCO would be in touch with Azzam | 
Pasha and would inrorm him (Mr. Duce) of any further developments. — : 


Mr. Duce said he had been particularly impressed on the trip by the 
rapidly increasing: estimates of the total oil reserves of the Middle Kast. 
While published figures estimated the reserves at approximately 150,000,000,000 
barrels, the actual figures, on the basis of new discoveries, might be twice 
this. Mr. Duce remarked that, with the discovery of further fields it grew 
of even greater ‘importance to settle the many boundary problems and other 
claims problems in the area. This made some understanding between Saudi 
Ardbia and the United Kingdom particularly important. 


Although the outlook for reserves was improving, the general prospects 
for Middle East oil in the near future were not particularly promising. The 
drop in the price of oil to 91.69 a barrel would mean a loss of about 

_%30,000,000 for Saudi Arabia. If the price should drop to a dollar a barrel, 
this would mean'a: loss of nearly 150,000,000 to Saudi Arabia. There were 
not good prospects, either, he said, for making up any loss through increased 
production. . Middle East oil was facing increasing competition from other 
sources of power. Europe, with a large coal surplus, faced a glut of power. 
The liquefaction and transport of methane was reaching a point where it was. 
becoming a new Compe eaer in the European scene. 


Turning to the internal situation in Saudi Arabia, Mr. Duce pictured 
Prince Faisal as in relatively good health and as successful in his beginning 
_efforts at financial and governmental reform. He said that, while there was 

some grumbling, he did not feel that Faisal was losing popularity. He felt, 
on the other hand, that the King's efforts at regaining his popular position, 
may have been initially successful, but were short-lived in their impact. 
Mr. Duce's personal impression was that the King's mind was not as alert as 
it had been. 
\ i 
Mr. Duce said it was his personal opinion that Faisal was having some 
second thoughts on the desirability of a large army for Saudi Arabia and 
might prefer to cut back to one or two crack units leaving the rest of the 
defense of the country to the White Army. (In this connection, at the end. 
of the discussion,: Mr. Duce ventured his opinion that some private US 
-citizen might suggest to Faisal the possibility of some sort of security 
guarantee for Saudi Arabia by the United States. If such an idea seemed to 

meet a favorable response, it could then be officially followed up.) 


Mr. Duce touched also on his impressions of Lebanon. He said every- 
one seemed a little unhappy, but he did not believe that the situation would 
explode. He ventured his private opinion that Dr. Malik should not return 
to Lebanon. He said many Lebanese, both Christian and Moslem, impressed 
upon him that there was much bitterness in Lebanon about some of Dr. Malik's 
policies while he was Foreign Minister. 


Mr. Duce 
“CONFIDENTIAL | 


Hy 


| - | ___ CONT-IDENTTAT, 


. 


e 


AY 
ae oa 3.3 9 my 


Mr, Duce said he was impressed with Erypt where he found a friendly 
reception and consideravle realism on the part of officials, particulorly 
those derlinz with netroleum. | He stressed that he had been told every= 
where. that the US should send to Egypt more economic experts and fewer 
people to’tall: nélitics. . 
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‘THE DEPARTMENT OF STATE, WASHINGTON. 


. suBsecT: Arabian American Oil Company - Statistical Data January 1959. 
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| Enclosed is the Statistical Data Report of the Arabian American Oil Company : 


(Aramco) for January 1959. ‘This report is received in one copy only at the Consulate 
General from Aramco under a "Confidential" cover. 
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ARAPTAN ALERICAN OTL CO: TANY \ = 
ad ae ; STATISTICAL DATA 
January 1959 | 


Country: Saudi Arabia 


‘1. Crude Cil Production During Jamary 1959 - 2-Gallon Farrels 


*, 








Field Average Gravity API Daily Average Mont: Total 
Abqaia 38.0 278, 31 8,628,560 
Dammam 35.5 . 33,627 1,042,426 
Ghawar » 435.5 627,172 19,42, 323 
Qatif 37.9 12,9445 01, 313 
Safaniya mae 1,877 1,296,191 
Total 35.9 - 993,962 30,812,813 
2. ‘Development ells Com leted: Durin: Month of January 1959 , 
Well Oil Gas Dry - Observation  , Total 
None . 
2a. Injection ells Completed During Month of January 1959 
"Well . Oil Water Total 
None : 
a, ells Completed During Month of Jamu 1959 . 
Well Oil Gas Dry Observation Total 
None - 


lh. Condition of Jells at End of Jamary 1959 — 
mMpLetead wells: 


(Wells "Completed" do not indicate wells listed as "Suspended" on Page 2) 


, . Total 
Abandoned Standing Shut-in Observa- Injec- Completed. 
Field Producing Oil Drilling Oil (C) Oil (D) _ tion  _tion* __ilells 
Abqaiq * Sh 2 0 @) 10 (G) 2 12 80 
Abu Hadriyah e) 2 i. ) A Os h 
Al-'fAlat 0 6) 1 0 0 6) 0 1 
Al-Jauf ‘0 Ss. 72 0 0 ) 0 1 
Dammam 28 (A) -7 (B) 3 1 (2) 2 1 0 2 
Fadhili 0 0 0 1(F) Oo ‘0 @) 1 
Ghawar: 
'Ain Dar ho 0 i 5 5 3 hy 58 
Shedgum ly 6) = > 2 0 yf 0 ad 
'Uthmaniyah 29 0 2 10 h 3 0 8 . 
Hawiyah 0) 0 0 1 - 0 iL. 0 2 
Haradh 0 0 7 0 i 0 8 
0 0) 2 0 ) @) 2 


0 . 
| Fazran 0 a | 
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hh. Condition of Jells at =nd of Jamary 1959 (Continued) | 
Total 


Abandoned Standing Shut-In Observa- injec- Completed 











Field Producing Oil Drilling Oil (C) Oil (D) tion | tion Jells 
Khurais fe) fe) fe) 3 fe) 0 @) 3 
Khursaniyah 0 0 0 73 0 2 0 5 
Na'qala " Q: 0 1 0 0 fe) fe) 1 
Manifa 8) 6) ) 2 fe) 0. fe) 2 
Qatif 10 fe) 1 0 ) -*% 0 12 
Safaniya 20° O 0 11 1 1 0 33 
Stratigraphic 0 0 2 o 2 Oo 8. 3 

195 C2 ok 48 22 17 16 321 


(A) Includes 3 producin«= gas wells. 

(B) ~Indhufes 2 abandoned gas wells. 

48) Standing oil well has oil to surface but no.surface facilities. 
Shut-in oil well is not producing. 

(E) Danmarf yell 3 (gas) is a temporarily suspended workover. 

(F) Well bore filled with mud, 
(G) <Abqaiq well 2 will be produced intermittently as a gas cap test well. 


(B) Wells Not Completed: 


Rigging Up 
or Field 
Well foving In Drilling Total Suspended 
Abqaiq 75 4 ~ - - 
Ghawar: . : 

'  'Ain Dar 66 oo - - 1 
("Ain Dar 60 - 1 uf - 
‘Ain Dar 68 “ 1 al -- 
'Uthmeniyah 38 . . se i 
Haradh ) ' - - - 1 
Khurais ); - i 1 - 
Khursaniyah 6 - i | - 
Qetif 13 - - - 1 

Raaits. 3 = is 5.83 
Total if h h 5 

=—=—=_ == =a = 


5. Refined Products, Month of January 1959 ()2-Galllon Rarrels - Thousands) \ 
Ras Tanura Refinery: Input-Output 


Processed at Refinery - 53127 


LL <o 
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ry (Continued) | 
Ras Tamura Refinery: ’ : Input-Outpub 
Production: Gasoline , 753 
Jet Fuel 
Kerosenes 82 
‘Diesel Oils “ LetO3 
Fuel Oils Zei0>: - 
’ Others 29 
~~ Unfinished Oils Be . , 260 
Losses or (Gains) (19) 


Total’ 5,127 


6. Stocks as ot January 31, 1959 (l2-Gallon Barrels -, Thousands) 


Refinery Products: ; 5; ‘ 





Gasolines . 1,000 © 
Jet: Fuel 202 
Kerosenes”. U6 
Diesel Oils . 1,351 
Fuel Oils 1,037 
Others (Including Unfinished Oils) 863 
Subtotal 5,099 
Purchased Products: 
Aviation Gasoline | . 1,0 
Lubrication Oils & Greases . 15 
f 
Total 5,254 
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CRUDE OIL, REPORT 


Saudi Arabia 


Stocks, irst of iionth 


Production by Principal 


Total Crude Productions 


Natural Gasoline, etc., Mixed with Crude 


Other Supply 


TOTAL 


Processed at Refinery 


(Classification) 


é 


Fields: 


8,628,560 
1,02,426 
19,2, 323 

401,313 
1, 298,191. 


Pipeline Deliveries from Country 


Water Shipments of Crude from Country 


Other Shipments — 
Fuel and: Losses 


Stocks, End of Month 


TOTAL 


’ Barrels of 
42 U. S. Gallons 


1,630,142 


30 ,812, 813 
Qty. Not Determined 





45 Uh2,955 
8,127,082 
16,108,757 
95792, 607 
101, 707 
3,591 

11, 278, 21 
45,1h2,955 
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REFINERY REPORT * 


Saudi Arabia 


Processed at 2efinery 

Natural Gasoline & Other - 

Light Products 
Purchased Oil Rerun 


‘TOTAL INFUT 


“Aviation Gasoline 
.Other Gasolines 


Jet Fuel 
Kerosenes 


_ Distillates 


Residual Fuel 0i1 

lubricating Oil 

Asphalt :) 

Miscellaneous ) 

Unfinished Oils Produced (Net) 
Losses or (Gains) 


TOTAL 


Daily Average Crude Oil Throughput 


of this Plant: 


9 


' Barrels of h2 U. S. Gallons 





Stocks at 
Input-Output End of Month 
5,127,052 6,497 

Qty. Not Determined 

753,096 1,000, 226 
415 5937 201,977 © 
482,327 Lh6, 04.6 
1,102,726 1 ,550, 862 
, 2,102,882 le 036, 937 
28,917 117,926 
260, 205 , 745, 541 

(29,067) el 
Sil21,052 5 106,012 





Capacity 


189,000 Barrels 


Tuel Consumption ‘at Plant of Oils Reported Above: 


Residual Fuel Oil 
Other Oils - Unfinished 


32,609 Barrels 
352,668 Barrels 
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PSTROLEUM HOV ENT RuPoRT 


Saudi Arabia 


Crude 9il 

Aceon Gasoline 

Other Gasolines and Naphtha 
Jet uel 

Kerosene 

Distillate 

Reatdna’ Fuel Oil 
Lubricating rel and Grease 
Asphalt 

Miscellarieous 


TOTAL 


-—--—— 


. Barrels of 2 U. S.. Gallons 
orts Exports 


- 25,909,409 
2,379 - 

- 563,351 

- 61, 629 

- . 326,198 

_ 1,395,006 

» ¢ » 1,522, 237 
5558 - 
6,937 30,198 5130 


(A) Includes }),131 Barrels Bunker Oil Laden. , 


(B) Includes 710,33 Barrels Bunker 0i1 Laden. 


Transporting. Companies: 


Names of various shippin; companies which transported the 


reported above. 


Not available 
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[ Mr. Owen said he desired to inform the Department in confidence of a 
decision which his company had made and would shortly communicate to the 
Saudi Arabian Government. The decision concerned the territory which lay 
between the advancedSaudi Arabian frontier claim in Southeastern Arabia and 
the British line of August 1955. Mr. Owen pointed out that when the frontier 
issues first arose between Saudi Arabia and.the United Kingdom, Aramco 

.. had taken she position that they could not consider the relinquishment of . 

. ang portion of the territory claimed by Saydi Arabia. The company position . 
at that time was that their concession extended as far as the boundaries 
_,of Saudi Arabia. 


Mr. Owen pointed out that there were numerous factors in the dispute 
between Saudi Arabia and the United Kingdom but that one might be the 
possible presence of oil in the disputed territory. The company strongly 
believed that a settlement of the problems existing between Saudi Arabia 
and Britain was highly desirable and desired to do what it could to con- 
tribute to such a settlement. The company had therefore decided that it 
would inform the Saudi Arabian Government of its willingness to relinquish 
part or all of the presently disputed territory in the ile of a boundary 
settlement. 


Mr. Owen explained that the company had an obligation in Jgny event to “3 ee 
relinquish further territory in its concession area: 33,000 s ‘emiles in Re 
| eee 33,000 square miles in 1965, and 33,000 square iniles in.197Q—4 Under — 
: 3 present 
<o . 
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the present plan they would offer the Saudi Arabian Government three’ 
choices: 


1. In the event of a border settlement, Aramco would permit the 
awarding of another concession in this area but would seek a one-eighth 
override, In.this case there would be no relief from Aramco's other 
relinquishment obligations. 


_° 2, Inthe event of a border settlement, Aramco would relinquish all 
production rights in this area in place of the 1965 and 1970 relinquishments. 


3. %In the event of a frontier settlement, Aramco would relinquish 
production rights in that part of the territory determined to be within 
Saudi Arabia. Aramco would in this case’ be given credit for this 
territory against its total re] inquishment obligation. 


Mr. Owen added that in November, Crown Prince Faisal had been generally 
advised of the possibility that Aramco might agree to relinquish territory 
‘in this area but had not been given details. He said that he was hopeful 
that the company's action would be viewed with favor by Faisal but he was 
not in a position to predict what might be the reaction. 


Mr. Hart expressed the appreciation of the Department for being thus 
informed, He said the Department would be interested in tii Sage further 
of the Saudi Arabian reaction. 
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-ARAMCO Jidda representative confided CALTEX furious because 
CIA ESSO unexpectedly authorized offtake crude oil from, Rastanura 


under UAR-SAG trade agreement. CALTEX has assumed it would 
continue have all this business. CALTEX official Triska 
visited. Jidda last week attempted find out why ESSO authorized 
this offtake, but received no explanation from Director Petrol- 
eum Affairs Abdullah Tariki for "naming" ESSO instead of 

__ CALTEX. Triska also called on Acting Governor Sama Anwer Ali 
who observed trade agreement called for_UAR payment 50 percent 
price crude oil to SAG in dollars, but dollar payments has 
not been received. ARAMCO Jidda representative speculated 
Prince Faisal may have authorized UAR waiver dollar payment 

rovision as political subsidy. Embassy would appreciate 

any information available this arrangement from Embassy 
Cairo. 
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‘daeigion had no effect; and (2) SAG was reviewing the finding 
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TO: Secretary of State 





LIMIT DISTRIBUTION 


ARAMCO representatives Henry from Dhahran and Cypher ;didda, 
confided following: President Davies received letter See tt 
direct from Minister Finance signed by Bin Idwan informing him ; 


that in recent Onassis arbitration award decision there 
were two points SAG desired to note: (1) Only one issue was 
up. for. award, namely whether SAG'S obtaining tanker services 
th ough Onassis contravened SAG-ARAMCO concession, therefore, 
comments on unrelated issues made in the arbitration 





of the Tribunal and whether its decision might have been . 
influenced.’ Henry emphasized that foregoing summary result 
of préliminary translation and ARAMCO not sure what to 

make of this:letter. Some ARAMCO opinion this may be 
Faisal's way of indicating he does not intend to abide 

by arbitration decision, but might be no more than face- 
saving comment on arbitration decision. ARAMCO is not. 

sure whether this letter as important as some of its officials 
believe ahd future ARAMCO action now before brains trust 

in Dhahran. ARAMCO has informed Gary Owen, Washington, about 
letter to keep him informed and ARAMCANs requested that 
Department's first knowledge this matter come from Owen, — 


6S¥Z-S/SGGS"°V opg 


Ss who they believe will make effort discuss with Ambassador 


Dates 


Onassis. case. 


q SW:RV/8 
| f 


i] 


Heath. Purpose ARAMCO- visit to find out whether Faisal 

had said anything to Embassy recently about Onassis | . P 
arbitration. Informed aan Faisal had not brought up 

subject again . 


My impression ARAMCO still not ‘aware of extent to which Faisaky 
disturbed by their action in eaeeee for arbitration award in-j 
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SUBJECT: Arabian American Oil Company (Aramco) Payments ce the Saudi Government - 
February 1959 
Enclosed is a statement of the payments of the Arabian American 0i1 Company 


(Aramco) to the Saudi Government for the month of Iebruary 1959. This report was 
given to the Consulate General by Aramco as a confidential document. 
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(Gasification) Dow eam 
ARAETAL ADBRICAN OIL CUMPANY 
PAYISRTS TO Ti) SAUDI ARAR SOVERMEEN 

FEBRUARY 1959 

Net Crude Runs from Pield 3torace Surin: Month 
of January 1959 (Tons) 1,10), 216 

Gross Amounts Paid: 

Royalty. - crude .». 6,880,776 


Company Income Tax on 1958 Income. 


Total. Gross Amounts Paid 





Deductions from Royalty: ’ 
Repayment of saudi Goverment 
Construction Costs 
Oil Shipments to Egypt 


Red lroad 


Deductions from -Co Income Tax:. 


ASSLEMNMENG OU OL 






Total Deductions 
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22h, 162, 568 


5 500,000 
776,021 


13, 000,000 


5p, 276,021 


WR ; } AN 
COMPANY 3 2,886,517 
Distribution of Net Funds yy Currencies 
U. S. Dollars > = 962,08 
Pounds’ Sterling 8 2597, 2,3 
French Francs . 226,119 
09,086, 547 
uxcludes payments of Customs, Duties, Licenses, Permits, 
Visas, Personal Income Taxes, and similar items 
Amounts are stated herein in U. 3. Dollars or U. S. Dollar 
equivalents per arreencnts,. 
\ ° 
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: Consulate General Despatch No. 308, January 27, 1959 


SUBJECT: ~Apamgo Proposals to Elininete Oil as a Factor in UK-Saudi Bo a 
ak LIM DISTRIBUTION - NOFORN 
_ ee 


Enclosed herewith is a memorandum of conversation among Mr. ; 
President, Arabian American Oil Company, Mr. William Owen, Genere 7 
), Government ‘Relations and ‘the Consul General on March 26, 1959. — 


i The pposents that Mr. Hardy has brought back. with him appear to represent. a 
“major, achievement in inducing the shareholders’ of Aramco, the parent compeniés, ‘to 
authorize management to take a flexible position on some of the issues that a 

arise between Aramco-and the Saudi Arabian Government. Mr. Hardy is keenly a 
first, that since the decigion in the Onassis case, SAG has taken a-strict and 
legaligtic position in its relations with the Company, second, that SAG will not 
be able, if it wished, to withstand nationalistic pressures hei may, in many 
instances, be directed against. the Company. 







His strategy in the short term is, if possible, to anticipate pressures on the Ol 
Company by the Government and to make proposals that will assist the Govermment to 
satisfy nationalist demands. He does not want Aramco to be.in the position ef O 
responding only.‘to initiatives. taken by the Government. Instead, he wants Aramco. t 
to be somewhat ahead of the Government in recognizing nationalistic requirements ON 
-and taking steps to satisfy theme o iD 

. The proposals with regard to relinquishmént in the disputed areas are deni gned oO 
to.eliminate Aramco as a factor in thé dispute by demonstrating its willingness to 
surrender its rights there if a settlement is reached between Saudi... Arabia and the 

United Kingdom. The’ proposals give the Saudis incentives to negotiate and to- 

_ compromise by speeding the relinquisment program and rendering territories. avadleble 
for, lew concessions. Thpy also may make adjustment on the part of the ‘British some- 
gasier, in that they open the poseipiltty to the British of gaining. concessions 
as that they have regarded jealo ry although the ‘probability is that the 
will ‘still seek complete political * control over oil areas in Southeast and 
rn Arabia. They may be espécially wary of sharing control with, a government, 
vee of which they are abnormally suspicious. 













ir, Hardy emphasized that Aramco has no ‘Imowledge « as to wig ‘the oil pote 
might be in the disputéd areas. ‘Since 1955, when Aramco was % . Ox 
eG by ‘the British at. ithe’ pore of a gun, its expl orations have ‘beep, carried 


hwinn:s amc 
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well within the undisputed Saudi territory. Aramco therefore dsed not know uote 9 


ig mar of ibs propdsals were accepted, it would be giving up a bonanza or a lemon. 





Walter K. Sek 
Consul .General 
Enclosure: OH nc of . Conversation. 
md Subj: - Aramco: aaa to Eliminate Oil as Factor in UE-Saudi Boundary ° 
‘Disputes. : j 


« 


CC:. Amembassy JIDDA 


Department please pass on to Amembassy London and Amconsul Kuwait. . 


ay? 


| 
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| 7 MEMORANDUM OF CONVERSATION 
March 26, 1959 
' LIMIT DISTRIBUTION - NOFORN 
Participants: Norman Hardy, President, Arabian American Oil Company 
William Owen, General Manager, Government Relations, Aramco 
Walter K. Schwinn, Consvl General, Dhahran 


Subject: Aramco Proposals to Eliminate oe. as _— in UK-Saudi Boundary . 
; Disputes 





Messrs, Hardy and Owen called at their request. 


Mr. Hardy said that during his, visit to the United States, from which he 

returned on March 23, he had discussed with the shareholders of Aramco three’ 
| separate proposals for eliminating oil aw a factor in the boundary disputes in 

Southern. and Southeastern Arabia between the governments of. Saudi Arabia and the 
United Kingdom. He said that he had the permission of the shareholders to present 
the ‘three proposals to appropriate authorities, in Saudi, Arabia, but that even if 
these authorities agreed to one or the, other, the proposal would need to be sub- 
mitted again to the shareholders. ‘The proposals » in short, are now the proposals 
of se cai not of the shareholders » although the shareholders know of theme © 


Mr. Hardy said that he hoped to discuss the preposals in proad terms with the 
Prime Minister, H.R.H. Amir Faisal, on Maréh 29 and thereafter in some detail, in 
either Jidda or Dhahran, but in any case before the opening of the Arab League 
‘Petroleum Conference in Cairo on April 16, with Sayyid 'Abd Allah al-Hamd al-Tariki, 
Director General of Petroleum and Mineral. Affairs, Rtyadh. He hopes to return to. 
the States on May 7 or May 10. - 


As background information, Mr. Hardy recalled that by the terns of its con-= 
cessionary agreement Aramco is obliged to relinquish to the Saudi Arabian Government 
33,000. square miles in 1960, again in 1965 and again in 1970--a total of 99,000 
square miles, He also pointed out that the disputed areas lying between the most 
extreme claism of both Saudi Arable and the United Kingdom measure approximately 
93000 ‘square milese ° 


Aramco has taken as the extreme cetioton, ot the Saudi Arabian Government the 
claims in Qatar and the Trucial States that it put forward on October 1), 1949 and 
_ the claims in Southern Arabia that it put forward in October 18, 1955. Aramco can 
find no firm claims by the Saudis on their eastern boundary with Oman, Aramco has 
taken as the extreme position of the United Kingdom its claim of August 4, 1955 as 
supported by statements of Sir Bernard Burrows on December 19; 1955.6 


; All three proposals rest on the assumption that Saudi Arabia and the United 
Kingdom and its clients in Southeastern and Southern Arabia will reach a ee 
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with regard to the boundaries, If a settlement is reached, Aramco is then 
prepared to follow one of three courses designed to eliminate it as a beneficiary 
of the settlement in terms of oil. 


Mr. Hardy described the three proposals briefly as follows: 


1. If Saudi Arabia and the United Kingdom were to agree to a boundary 

ere within the extreme claims now on the record, and if Saudi Arabia then 
desired to grant to companies other than Aramco concessions extending into Saudi 
territory as defined by the new boundary, Aramco would relinquish its rights to 
explore for and to produce oil but not its rights to transport.through, communicate 
in or fly over the area of the new concession.. In return, it would accept a one- 
eighth over-riding interest in the proceeds accruing to the Saudi Arabian Government 
before taxes. Under this arrangement Aramco would benefit to the amount of one- | 
‘sixteenth of the proceeds accruing to the Saudi Arabian Government, paying the other 
‘one-sixteenth in the form of taxes. Aramco would retain its concessionary 
to whatever Saudi territory was not conceded to another oil company. The relin- 
quishment program as set forth in the concessionary agreement would not be affected. 


2. Aramco will surrender in the area allotted to Saudi Arabia all its rights 
to explore for and to produce oil--but not its rights with regard to transportation, 
communication or overflight--in return for which it will be regarded as having 
fulfilled its obligation to relinquish territory in 1965 and 1970, but ‘not in 1960, 

' (The acceptability of this proposal obviously depends upon the amount of territory 
that Saudi Arabia has been able to retain in negotiations with the United Kingdom. 
If it should be allotted, say, 75,000 of the 93,000 square miles in dispute, the 
total area relinquished by Aramco for exploration and production would be 108,000 
rather than 99,000 square miles. On the other hand, if the Saudis retained only 
.15,000 square miles, they would receive from Aramco only 8,000 square miles rather 
than 99,000. In the latter case, the advantage to'SAG would be that the, relinquish- 
mene would be immediate, not delayed for eleven years, 


36. Aramco. will relinquish all its exploration and production ight in the 
area allotted to Saudi Arabia, the area relinquished being made a credit against. 
the next die relinquishment obligation. Thus, if Saudi Arabia retained only 15,000 
square miles, Aramco would relinquish its. exploration and production rights in the 
area, deducting 15,000 from the 33,000 square miles due on the next relinquishment 
date. It would carry out = present relinquishment provisions on the other dates. 


Mr. Hardy pointed out Sint these proposals mark a new dipaortrucie for Aramco, 
which hitherto has held to the position that it would yield nothing except in _ 
accordance with the relinquishment requirements of the concessionary agreement. 
Three years ago, Mr. Owens remarked, such proposals would have brought a new set 
of officers into Aramco, Mr. Hardy made plain that the proposals were being made 
in the hope of getting relations between SAG and Aramco on a new footing. 


Mr, Hardy said that Mr. Garry Owen had been instructed to advise Ambassador 
' Heath, then in Washjngton, and Mr. Newsom in the Department of the proposals. 


ae | 


In 





| “In snisigliesaniek convenatton, Mr. Hardy emphasized the importance of not 
informing the British of the proposals lest they "up" their demands on the 
Saudise Mr. Hardy expressed the view that the British were not moving toward a 
settlement, put were becoming even more rigid in their positions. The Gonsul 
General expressed the view that the reception given the Omanis in Riyadh (Congen 
Despatch 383, March 26, 1959) would not increase the desire of the British to 


negotiate, — Bhgs.a's /s 33 Ta 
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| al sed is a ‘Saeies a memorandum of conversation among Mr, Norman Rey, 
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Even £0, jus: effort to find ways to help the Saudis achieve their tx oaptratgons 
bu: ay from the negative attitude that Aramco has Tnitherto been 
) take toward some gues objectives. 
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MEMORANDUM OF CONVERS ATION 


March 26, 1959 


Participants: Norman Hardy, President, Arabian American Oil Company | 
William Owen, General Manager, Government’ Relations, Aramco 
Walter K. Schwinn, Consul General, Dhahran 


Subject: _ Aramco Willingness to Help Saudis Achieve Oil Ambition 


Mr. Hardy said that, in addition to putting the three proposals concerning 
‘relinguishment along the boundaries to Shaikh 'Abd 'Allah al-Tariki, Director 
of the Office of Petroleum and Mineral Affairs, he intended to attempt to dis- 
cover precisely what the Shaikh hopes. to obtain as the result of integrated 
operations. Is it money? Is it to get the Saudi Arabian Government actively 
engaged in the oil business? Or is it something else? 


Mr. ilerdy said that if Aramco could it would endeavor to help the Saudis - 
achieve whatever objective they may have in mind. He is authorized to-suggest 
that if the Saudis desire to build a tanker fleet, the Company would be. willing 
to consider helping. The intimation was made that the Company. would be unlikely 
to assist in establishing marketing outlets abroad. 
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TO: Secretary of State 
NO: 842, April 2, 3 p.m. 


SENT DEPARTMENT 842; REPEATED | INFORMATION LONDON 4d, 
DHAHRAN “3#. Atl 





ARAMCO government relations chief Owen and Cypher briefed m 
me yesterday on Hardy discussions with Departmental offfVers~ 
and Ambassador Heath in Washington. Emphasized that wherever 
ARAMCO looked it encountered boundary problems: and felt con- Ui 
structive step would be to offer. SAG practical means to ai 
eliminate oil as an impediment of political~settlement of 
boundary in negotiations between SAG and UKG. Hardy obtained 
tentative go-ahead on part parent companies to see if SAG 
interested in (A) one of three voluntary changes arrangements ND: 
regarding relinquishment, (B) payment part SAG share con- Ul 
cession in kind.through crude oil, and (C) exploration pos- o 
sibility of ARAMCO and SAG cooperating in purchase Saudi; 

Arabian tankers. When Hardy arrived Dhahran, ARAMCO govern- 

ment relations persuaded him not make any mention of tanker 

proposal because of continuing SAG bitterness- Onassis 

arbitration and recent letter concerning this arbitration 

(Embassy telegram 818). Hardy saw King in Riyadh and said 

in presence Faisal had proposals to make and desired discuss_ 

them with Prime Minister. King appeared polite but not 
particularly interested. and urged Hardy talk with Faisal. 
Gave Faisal broad outline but suggested that he. talk over 
tails with Tariki. Faisal urged Hardy to do..so and did 
ngt ask for details. Yesterday Hardy came Jidda.to have 
-to-man talk with Tariki to attempt effect. better SAG- 
O relations and made offers of three choices compromises 
relinquishment and payment in kind. Tariki not impressed 
three relinquishment choices but made notes for presen- 
tion Faisal and dismissed payment in kind because already 
d this arrangement with Japanese concession. OQwen did not 
11 out any further. Hardy-Tariki talks but did not appear 
couraged. 
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“9s ene April 2, 3 p.m. from Jidda 


Embassy officers surprised that. ARAMCO we three involved 
voluntary arranged relinquishments would have any appeal 
Saudis, partie. Tariki, who bound consider them far short 
of measures ARAMCO should. take. on Saudi Arabia's behalf, but 
pleased at this Weadication ARAMCO starting explore what it 

c4n do about differences between it and Faisal government . 
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i (Security Classification) : 
FOREIGN SERVICE DESPATCH 
FROM : Anierican Consulate General, DHAHRAN 92 
c DESP. NO. 
TO : 


THE DEPARTMENT OF STATE, WASHINGTON. 


SUBJECT: Arabian American Oil Company - Statistical Data, February 1959 


| ‘Enclosed is the Statistical Data report for February 1959 prepared by the 
Arabian American Oil Company .(Aramco). . This 


report is given to the Consulate Gene 
under a "confidential"-cover for information and file. 


at 


mer. QT SERA foe 
Statistical Data Report -Feb. '59 Anferican Consul General 


ce: -Amembassy, Jidda 
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| : ARABIAN AMERICAN. OIL COMPANY | 
STATISTICAL DATA. 
“FEBRUARY 1959 





Country: . Saudi Arabia — 


1. Crude Oil Production During Febru 1959 - 2-Gallon Barrels 





Averace Gravity 


Daily | 


Monthly 











Year-to- 
Field API Average Average Date 
Abgaia 38.1 272,949 7,642,573 16,271,133 
Dammam 35,8 32, 288 ©" 901,061 1,965,187 
Ghawar 35.5 729, 205 - 20,1:19,977 . 39,862, 300 
Qatif MTT 11,25), 315,119 716 1132 
Safaniya - 2765 66,268 15,855,492 3,153,683 
Total. 35.6. 1,112, Ol 53197 222 61,950,035 
2. Development iJells Completed During lonth of February 1959 
) Well Oil Gas sry ~—S—tsé servation Total 
Khurais } 1 re a o- 
2a. Injection ‘Jells Completed During Month of February 1959 
Well ‘Gas Water, * Potal 
‘Ain Dar 60 1 pa 
'tAin Dar 68 1 pa 
- ; : 
3. Wells Completed During Month of February: 1959 
' Mell =. O42 Gas Dry » ' Observation Total 
None. 


he Condition of Wells at End of February 1959 


(A) Completed Jells: . : 
(Tells "Completed" do not indicate wells listed as "Suspended" on Page 2) 
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Total 
Standing, .Shut-in Observa- Injec- Domplete 
wells 


‘Abandoned - 
Field Producing Oil Drilling Oil (c) Oil (4). tion ~ tion 
Abaaig 55 2 0 0 8 (2) 3 12 
Abu Hadriyah 6) @) ie <a “O. 1 0 
Al="/lat « -O O ae O O x 0 0 
Al-Jaut 0 @) 1 a?) . 3 0) 0. 
Dammam: 26. fa). -7.0b) 3 _ 1 te) -~2 1 0 
Fadhili Gs + ee i {e) 6. 6 0 0 
Ghawar: . 
‘thin Dar 39 0 a 5 6 3 6 
Shedgum | Uy 0 1 1: -0 1 O- 
'Uthmaniyah 27 O Ps 10 ae 3 O 
‘Hawiyah 0. 0 a 1 0 :. 0 
Haradh ©; 19) Or ve fe) aL 0 
Fazran’ mes. 0 0 2 0 0 0 | 
Khurais 0 0 0 h or 0 0 
Khursaniyah 0 * ai | 3 0 2 0 
fa' Qala 0 8) 1 0 O 0 0 
Manifa i, 0 *% 2 1) 0) fe) 
Qatif 10 om 1 ) 0 1 0 
Safaniya " “20 fe) ‘yg i x - O 
Stratigraphic 0 0 ed Q. O 0 0 
. Be g.° 3e >. Bg Bb 
fa) Includes 3 ‘prodiicing gas wellsy..-- 
(b) Includes 2 abandoned gas wells.. 
(c) Standin¢-oil well has oil to surface tut no surface facilities. 
(ad) Shut-in oil well.is not producing . -. 
(3 Dammam Well 43 (gas) is a temporarily suspended sorkover. 
(£) Well bore filled with mud. 
(zg) <Abqaiq ‘Jel1 2 will be produced intermittently os a sas cap test well. 
(B) wells Not Completed: 
7 Rigging Up . 
or Field ; 
Well Moving In - Drilling Total Suspended 
Khursanivah 7 1 - - 
Ghawars 4 ~ . 
' 'hin Dar 66 - a : - 
Fazran 3 - i x 
'Uthmaniyah 38 es m 7 
Haradh h - - ~ 
Khurais 5 -— 1 i 
Qatif’ 13 - =" 7 
ante 3 aa t = 
Total. > as 2 2 
=—=—_. — =—= 
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Classificat: . No_392 
( ihe _ mn AmnGonGen Dhahran 
5. Refined Products, lionth of February 1959 eee ere 1s - Thousands). a 
tas Tanura Refinery: Inrut- extent 
Processed at Refinery r. , 55368 
Production: dasoline . . 637 
: Jet fuel N72. 
Kerosenes » & 503 
Diesel Oils 1,016 
Fuel Oils 2,267 
thers - . ee 
Unfinished Oils 61 
Losses or (Gains) . - 
Total 5,368 


6. Stocks as of vebruary 28, 1959 (\2-Gallon Barrels - Thousands) . 


Refinery Frodnate: 


Gasolines 1,20 
Jet Fuel : | ; 398 
Kerosenes «, 356 
Diesel Oils 1,1:35 
Fuel Oils 1,301 
Others (Includin= Unfinished Oils) . 918 
Subtotal 5,548 
Purchased Products: 

‘viation Gasoline 129 
lubrication Oils & Greases 15 
5,792 

A 


_  QONFIDENTIAL | 


Country: 


1. 


CONFIDENTIAL 
(Classification) 


saudi Arabia 


Stocks, First of lionth 


- Production by Principal iields: 


Abqaiq 7,642,573 
Dammam 90h, 061 
Ghawar 20 51:19 977 
Qatit 315,119 
Safaniya 1,855;,h92 


Total Crude Production 


Natural Gasoline, etc., fixed ith Crude 


‘Other Suprly 


TOTAL 

Processed at Refinery 

Pipeline Jeliveries from Country 
later Shipments of Crude from Country 
Otnver Snipments 

Fuel and Losses 

Stocks, “nd of Konth 


2h O TAL 


CONF TDENTTA 


CRUDE OIL 22 PORT 


Page __]i___of 
Encl. N 
Dep Noe 
From_AuConGen, Dhahran 


Rarrels of 
12.U..5. Gallons 
St eee Mi asm cielcoe 


« 14,278, 2! 


$3157, 222 ; 
Sty. Not Detenained 





15,415 463 





5,368, 258 
15,637 25 
9,483,097 . 
147,352 . 
15,867 
1,727,638 


15 5415 463 


~ 
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e . 


Rage 2 af 
Encl. N 
Desp. a 392 


~ (Classification) 


Feoa, Riconten, jhahran 


REFINERY RiurORT 


Saudi Arabia 


Rarrels of }}2 U. S. Gallons 


Input-Output 





- $tecks at 
End of Month 


ee ee eee ee 


5,368, 258 659 
ty. - Not Beterikintd 

54368, 258 

636,792 1, 20,35! 
472,503 398, 280 
503,538 355,972 

1,015,605 1,43h, 709 

2,265,952 1,301,350 
11,730 93,32 
461,111 82),,168 

5 368, 258 





189, 000 Barrels 


Country: 
1. Processed at Refinery 
2. Natural Gasoline & Other 
Licht. Products 
3. A. Purchased O11 Rerun 
he. TOTAL INPUT 
5. Aviation Gasoline 
6, Other: Gasolines 
7. det Fuel 
8. Kerosenes 
9. Distillates 
10. Residual Fuel 0il 
11. Lubricating Oil 
12, Asphalt ) 
13. Miscellaneous ) 
ls. Unfinished Oils Froduced (Net) 
' 15. Losses or (Gains) 
16. TOTAL 
17. Daily Average Cride Oil Throughput Capacity 
of this plant: 
ae 


fuel Consumption av Plant ‘of Oils Reported Above: 


5,654,672 








Residual Fuel Oil : 
Other Oils = Unfinished 


2,979 Barrels 
356,335 Barrels 


CONFIDENTIAL. 
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(Classification) 


° 
$$. 


Sountry: | Saudi Arabia’ 


le Crude Oil 

2. dviation Gasoline 

3. Other daselinas and Naohtha 

he det Fuel: 

S, Kerosene 

‘6. Distaliate 

Te tesidual Fuel ‘0i2 

8. lubricating Oil and dread 
9. Asphalt | | 

10. Miscellaneous 


dl. TOTAL 


2,869 





(2) Includes 58,057 Barrels Punker Oil Laden. 


(b) . Includes 688,750 Barrels Punker Oil Laden. 


12, Transporting Companies: 


Nanes of Various Shipping Companies dhich Transported the 


‘Above: 


i . Not Available 


i 
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‘Farrels of 2 U. 5. Gallons: 


imports 


Exports 


25,133,359 


2655593 
276, 200 


57,002 


1,063,203 (a) 


1,996,330 (b) 


oocenecte-aundamemneediinataiedineneeed 


29, 281,686 


Reported ° 


‘ 


ACCESS RESTRICTED 


The item identified below has been withdrawn from. this file: 


File Designation 


_Date 

From 

To. 

In the review of this fle this item wax penoiel because access to it is 

restricted. Restrictions on records in the National Archives are stated 
in general and spécific peta group restriction statements which are 

available for examination. The item identified above has been withdrawn 


‘ 


because it contains: 


P% Security-Classified Information 


[] Otherwise Restricted Information 


VM, y £22 f2P 
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FOREIGN SERVICE DESPATCE 


FROM : Amcongen, DHAHHAN 9. a ge 2 
TO Rs THE DEPARTMENT OF STATE, WASHINGTO: “ fo SP ) : 





SUBJECT: Fire at ARAMCO Ras Tanura Refinery, and Pipeline Blowout Near the 
. Ain Dar-Gas Injection Plant. 


ARAMCO 


RAS TANURA . 


The Ras Tanura refinery suffered an estimated $200,000 fire on April 8, 
1959 when an inlet line to the reboiler of the rerun column ‘of distillation 
unit #2 burst. The accident was believed to have been caused by erosion of 
‘the pipes -The- hot (300°) residual product burned for 30 minutes, damaging 
lines and structural. steel, but no one was injured, A small amount of 
crude oil has been diverted’to the refinery on Bahrain; but as Ras Tanura is 
angen carrying’ full: inventories there will be little effect on liveries, 


AIN DAR ‘ 
On April 10 about 7 kms from the. Ain Dar Gas Injection Plant’ an inject ; 

pipeline blew out. About 13,000 feet of 1)" by 1/2" pipe needs to be replaced. 

The only damage was to the pipeline and supports... No one was injured. The 

repair cost is estimated at $30,000. The cause of the accident appears to 

have been a defective weld in the line. The pressure on the line had been 

. 1850 lbs. The pipeline had only been in operation 36 hours before the 
‘blowout occurred. It had just been tested with.water and then brought up to 
a pressure of 3200 lbs before the gas was pumped in. 


’ Comments : 

‘i After the Ain Dar blowout there had been speculation that sabotage was 
involved. A.disgruntled former ARAMCO employee had just been released from 

. jail and suspicion was focused upon him. However, the experts who have 
examined the break are of the opinion that it was caused by faulty welding. 





A irican Consul General , ks. 
-ecs J IDDA - 


BEIRUT, Regional Petroleum 0 : 
tamed //5 
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Action KK SE : 
NEA APRIL 20, 





1959 


ha FROM: DHAHRAN 7257 AM 
nto 
TO: Secretary of State 
RMR : . 
NO: 579, APRIL 20, 1 PM 
ss 
W . 
G SENT DEPARTMENT 5793 REPEATED INFORMATION JIDDA 392, BEIRI 


SP BAGHDAD 32, CAIRO 33, TEHRAN 25, DAMASCUS 12, KUWAIT 28. 2 


L ALTHOUGH MIDDLE LEVEL ARAMCO OFFICIALS, PARTICULARLY LAWYERS, 
INR FIND HENDRYZ SPEECH ARAB LEAGUE PETROLEUM CONFERENCE LIVELY 
Fy SUBJECT DISCUSSION, TOP MANAGEMENT TAKES CALM VIEW. IN OPINION 


cries DAVIES, CHAIRMAN BOARD, WHO ALTHOUGH RETIRING SOON IS TAKING 
: ACTIVE PART IN DISCUSSIONS PREPARATORY TO BOARD .MEETING SAN 
peic | FRANCISCO MAY, SAG WILL NOT ATTEMPT EARLY SWEEPING REVISION 

CONCESSIONARY AGREEMENT ON BASIS HENDRYZ SPEECH. LES HAS 
rcas || NO. DOUBT SPEECH ACCURATELY REPRESENTS VIEWS SAG AND TARTT» 
WHO DOUBTLESS APPROVED SPEECH BEFORE DELIVERY. IN OPINION 
DAVIES, SAG MAY.USE THREAT.UNILATERAL SOVEREIGN ACTION FORCE 
SPECIFIC CONCESSIONS FROM ARAMCO, BUT UNLIKELY CARRY THROUGH 
IF MET IN ACCOMMODATING SPIRIT. 


HENDRYZ SPEECH LINKED TO CONTINUING SAG RESENTMENT ONASSIS 
DECISION, WHICH SET FORTH DOCTRINE SAG HAVING ONCE USED 

. SOVEREIGN POWERS TO ENTER INTO CONCESSIONARY AGREEMENT COULD 
NOT USE THEM AGAIN UNILATERALLY MODIFY OR AMEND AGREEMENT. 


SPEECH EMPHASIZES IMPORTANCE. SUCH APPROACHES AS HARDY, PRESI- 


DENT ARAMCO, HAS LATELY MADE PUT ARAMCO IN POSITION HELP SAG 
LA HIEVE LEGITIMATE ASPIRATIONS. EVEN IF THEY FAIL, THEY CON- 


(5-99 


ed 
_ 
a 


Pi ac CONCESSIONARY AGREEMENT IN SAG EES ta 


SRECULATION 1S THAT TARIKI AND SAG.NOW CONTEMPLATING ATTAINING } 
AMBITIONS PRIMARILY THROUGH NATIONAL COMPANY UTILIZING ARAB | 
a8(JAP) CRUDE, JIDDA REFINERY AND POTENTIAL PREFERENTIAL ZONE AS | 
“STARTING POINT OF PRESSURE ON ARAMCO MAY THEN BE IN DIRECTION 4 
& LIMITING ACTIVITIES TO AREA PRESENT AND TIE-IN OPERATIONS« = ? 
® 

A 


LMS : VHD: VF /20 SECRET SCHWINN . 
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ity. Classi 
FOREIGN SERVICE DESPATCH 
FROM : Amcongen DHAHRAN 


TO : THE DEPARTMENT OF STATE, WASHINGTON. 


Pe ip Attend 


= structure lies ‘ee ae of the Persian Gur "just 
south ard Tarif, about 53° 45! E - 


COMMENT : Alebough both the Murban wells ap rently” te outeide the 
Saudi Arabian claim of Octéber 14, 1949, the. struct *f 
believed to extend in a southeasterly : Pitse ap 2c 
territory. The discovery of an éxp] 

not fail to have an nian effect on Saudi boundary problems. 





For the Gcus hicamwgt 









Department Please Pouch to: Amembassy JIDDA, Amembassy Se 


« 


ae wis CONFIDENTIAL 


REPORTER 


ACTION COPY — DEPARTMENT OF STATE 


he action office must return this permanent record copy to RM/R files with an. aE lsc at 








32 


Action 


NEA 
Info * 


70: Secretary of State 


Control: 14180 
».* ; Rec’d: APRIL 22, 1959 
FROM: JIDDA- ~ 8:21 aM 


NO: 884, aPRiL 22, 11 PM 


463 


CAIRO TELEGRAM 86 JIDDA, REPEATED DEPARTMENT 3078, DH EB 
1 e : ie) < 


WILLIAM OWEN, ARAMCO MANAGER GOVERNMENT RELATIONS, FORMERLY WITH 
LEGAL DEPARTMENT (PROTECT SOURCE, CONFIDED EMBASSY ECONOMIC © 
OFFICER HE SURPRISED AND DISTRESSED SUBSTANCE PAPER DEL! VERED 
CAIRO CONGRESS BY AMERICAN LEGAL ADVISOR,SAG PET AFFAIRS 
HENDRYX.- ARAMCO HAD NO FOREWARNING OF WHAT IT CONSIDERS 
CLEVER TACTIC SAG DIRECT PET AFFAIRS TARIKI. ARGUMENTS FOR 
UNILATERAL CHANGES CONCESSION AGREEMENT WOULD HAVE BEEN EXx- - 
PECTED FROM TARIK! BUT NOW ARGUMENTS ENHANCED EYES ARAB 
WORLD BY EXPERT OPINION7AMERICAN LAWYER. ., OWEN CONSIDERS 
HENDRYX THESIS SPECIOUS AND CONTENDS "UNETHICAL" FOR AMERICAN | 
ATTORNEY CLOAK ASPIRATIONS OIL PRODUCING COUNTRIES ‘IN QUESTION- 
ABLE LEGAL GARB. OWEN DEPARTS CAIRO TODAY AND HOPES CONFRONT. 
HENDRYX PRIVATELY WITH LEGAL FALLACIES CONTAINED PAPER, . 
EXPLAINING ARAMCO WISHES WORK QUIETLY BEHIND SCENES CAIRO 
CONGRESS. 
RESPONSE QUESTION POSSIBLE: MOTIVATION HENDRYX PAPER OWEN RE- 
PLIED DID NOT CONSIDER IT PRELUDE IMMEDIATE SAG ACTION BUT 
THESIS SAG LEGALLY JUSTIFIED TAKE UNILATERAL ACTION OMINOUS. 
"EXECUT | VE COMMITTEE” ARAMCO EXAMINING ON CONTINUING BASIS 
ITS "LEGAL AND MORAL" POSITION ALL KNOWN AREAS DISAGREEMENT 
WITH SAG. OWEN CONVINCED COMPANY ON SOLID GROUND BUT ADDED 


* ALWAYS READY NEGOTIATE ANY MISUNDERSTANDING WITH SAG. WHAT n% 


ARAMCO FEARS 1S SAG ACTION WITHOUT CONSULTATION AND OWEN ) 
ADMITTED CQMPANY MUST DEVOTE MORE ATTENTIGN ANALYSIS "EMOTIONAL 


CLIMATE ASSURE: a 


= CONF IDENT | AL 











ro 


* CONFIDENTIAL 
-2- 684, APRIL 22, 11 PM, FROM JIDDA. _ — = 


“CLIMATE ASSURE ARAMCO ANTICIPATES ANY UNILATERAL MOVE SAG. 


ONCE AGAIN EMBASSY WISHES POINT OUT ARAMCO CONS I STENTLY UNDER- 
“ESTIMATING SAG CRITICAL. ATTITUDE. TOWARD ARAMCO AND MUST FACE ~~ 
SITUATION AS IT 1S AND NOT WHAT IT WISHES IT TO BE,»HOWEVER 

NEW AWARENESS HAS TO COME WITH HENDRYX MESSAGE AND OWEN 
CONFIDENCE FIRST INSTANCE .OF.. ARAMCO. OFFICIAL EXPRESSING - 

CONCERN TO EMBASSY OVER POSS IBLE SAG UNI LA TEAL ACTION. © 


SWEENEY 
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Control: 15007 
Rec'd: April 23 
FROM: Dhahran : of. 
TO0:| Secretary of State 


NO:. 594, April 23, 4 p.m. 


SENT DEPARTMENT 594, REPEATED INFORMATION JIDDA oa 


Re CONTEL 227, October 28, 1958; CONDES 391, april | I, 1959. 






inding 


in all its a untly, rejects 
SAG Contentions in letter signed by Bin Adwan to effect that, 


while SAG tentatively accepts tribunal finding that Onagai 








cts. ARAMCO thus firmly, even 










aised by SAG. 


ARAMCO hard-nosed. rs pxobabily dictated by lawyers Ray and 
Spurlock, who now in Dhahran, latter of whom. some time ago argued 
against arbitral suspension in favor direct negotiations, as 

- requested by Prince Faisal. When CONGEN coumented that reply 
seemed at variance with efforts Hardy win confidence SAG by 
making proposals designed help SAG achieve oil aspirations, 
informant. said ARAMCO may wish nail down certain fundamental 
principles, especially limitation sovereign right unilaterally 
revise contracts. Perhaps significant letter dated same day 

Vnlendryz made his oil congress speech. 


Wn smuch as Jidda and New York offices not yet informed letter, 
come would appreciate recipients not raising matter with 
ARAMCO. representatives until they bring it up. 
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NEA 
ye FROM: Dhahran 7:24 a. i, 
nro 
; t 
RMR TO: Secretary of State 
NO: 595, April 23, 3 p.m. 
ss 
W 
G SENT DEPARTMENT 595, REPEATED INFORMATION JIDDA 399,’ CATRO %G, 
- BAGHDAD 33, TEHRAN 26, KUWAIT 29. all” 
a Reference: CONTEL 579, EMBTEL Jidda 884, -EMBTEL Cairo 30 
H Protect Source 
PX ” 
WMSC, Barger, Vice President ARAMCO, who returned from Cairo ects 20, 
E expressed view Arab Petroleum Congress on whole not seriously ' > 
IRC/ damaging interests western producing companies. Barger believes ° 
DCC Hendryz blunted impact his speech by ineffective, arrogant replieslV 
_ in discussion period, during course which he provoked retorts from” 
CIA \ Fgyptian and Lebanese lawyers, offended press and otherwise pro- 
duced adverse réaction. Like Bavies (CONTEL 579, April 20) Barger ~ 
inclined believe SAG will use sovereignty argument as threat iN 
rather than principle of conduct.: . i 
. N\) 
Barger more disturbed by speech by Farouk Al Hussaini, on Tariki 
‘staff, purporting with charts and diagrams to show that fifty- oO 
\ fifty principle has not resulted in actual receipt by Arab ; 
Governments of half profits. Because translation of speech, which 
given in Arabic, not available, Barger unsure all arguments, but 
fears it may have effect. 
Bute first week Barger saw no sharpening hostility between _ . 
foreign companies and governments. Reported ARAMCO exhibit 
attended. = 
SCHWINN = 
| , <1 & oO 
SW: RH/ 6 ben 4 aay > 
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Cano! 17925 ™ | 
FROM: JIDDA : 31 Ae 1959 i 


TO: Secretary of State 
NO: 902, APRIL 28,.9 AM 





SENT DEPARTMENT 9023 -REPEATED INFORMATION DHAHRAN 470 


AL-BILAD ARTICLE APRIL 26 ANNOUNCED COUNC/L MINISTERS. APPOJNTMENT 
DIRECTOR PETROLEUM AFFAIRS ABDULLAH TAR/KI AND FORMER 

SAUD! AMBASSADOR LONDON, HAF IZ WAHBA, TO ARAMCO BOARD DIRECTORS. 
PRINCE FAISAL PROMISED APPOINTMENTS DURING OCTOBER: AND JANUARY 
PRESS CONFERENCES AND DECISION, ALTHOUGH DELAYED, INTERPRETED 

AS RESPONSE TO PUBLIC OPINION AND PRESS .DEMANDS: SAG PARTICIPATE 
MORE ACTIVELY AND DIRECTLY ARAMCO AFFAIRS. 


ARAMCO LEARNED ‘NEWS SAG ‘APPOINTMENTS RADIO MECCA SATURDAY NIGHT, 
HAS NOT YET RECEIVED OFFICIAL NOTIFICATION SAG ACTION. 


SAG APPOINTMENT SAUDI MEMBERS ARAMCO BOARD PROVIDED FOR UNDER 
1953 AGREEMENT. ARAMCO JIDDA REPRESENTATIVE CONFIDES LONG DELAY 
NAMING MEMBERS DUE INTERNAL SAG POLITICS. EX-MINISTER FINANCE 
SURUR AND. FAISAL'S BROTHER-IN-LAW, KAMAL ADHAM, AMONG OTHERS, 
COMPETED FOR APPOINTMENTS BUT LOST INTEREST WHEN’ INFORMED 
RENUMERATION ONLY $50 A MEETING. ARAMCO BELIEVES. BOTH 
APPOINTEES QUALIFIED AND WILL BRING MODERATE AND ENLIGHTENED 
VOICE TO BOARD MEETINGS. TARIKI HAS CONSISTENTLY. DEPRECATED 
VALUE BOARD MEMBERSHIP TO EMBASSY ECONOMIC OFFICER AS “WASTE 

OF TIME" CONTENDING: ALL ARAMCO POLICY DECISIONS VESTED PARENT 


COMPANIES. 
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FROM : Amcongen DHAHRAN -* 


TO : THE DEPARTMENT 0 ‘STATE, WASHINGTON. April 28 n 1959 FS 


REF : Condes 3h6, Epbrudty 21, 1959 


Send eusg YIWY Sued 
Qpeantey 3q ysnw wuaWnNy sur 


SUBJECT: Transmission of Publications: Oil Industry, Reports in the Saudi aoe 


apers. This 
ment of the 






digest has been al of ses by ie ic Relations Dene. 


Arabian ‘Amertcan Oil Company Cieerer 








nerd Car Consul General 


6ggc-r/esse’v" 


mere: 


2 copies"Oil Industry Reports" 
th original only) 
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al-Bilad 
April 6, 1969 


MEMBERS OF THE SAUDI DELEGATION 
TO THE ARABIAN PETROLEUM CONGRESS 
Shaikh 'Abd 'Allah al-Tariki Told 
al-Bilad Newspaper: "We Will Work 
On Making A Joint Arabian Plan" 


The Saudi delegation to the Arabian Petroleum Congress 
of the Arab League opening in ‘Cairo April 16, will leave the 





Kingdom during the week. 


The delegation is headed by H.E. Shaikh 'Abd 'Allah al-. 


5S Glyel Leg 
as Lyd bool Gps 


Tariki, Director General of the Mineral and Petroleum Af- ._, 5, di:t) oie x5 oe 


fairs. The delegation is composed of Sayyid Hisham 


Sayyid Farouk al-Housaini, Sayyid Hassan Ahmad Tayim, 
Sayyid Ulayan Hassan Sharab, Sayyid 'Abd al-Karim al- 
Ghalayini, Mr. Frank Hendryx and Mr. Matthew Sladic. 


The Congress will discuss the unification of the 
Arabian petroleum policy, 


One of the projects to be presented is al-Tariki's 
project of the pipeline--the-project which was approved 


unanimously by the supreme Economic Council of the 
Arab League in its conference in Cairo Jan. 5, 1959. 
The Saudi delegation will present studies of the 


chemical-petroleum industries and other suggestions. 

Arab League member countries will participate in the Yuh GRY pets oor 
Congress. Venezuela was invited to attend the Congress as S.. 515 51 Je J geaol.s 
Iran's delegation will attend the Congress 


an observer, 
also. Petroleum companies which produce the oil of 
Arab countries are participating in the Congross. 


Matters of great importance to the future of the oil in- bead Vs hay a ee 


dustry in the area are expected to be discussed in the 
Congress, 


Al-Tariki told al-Bilad, 'We will work on making a 


joint Arabian plan," 


Al-Bilad's reporter asked H.E, Shaikh 'Abd 'Allah al- g—5 Y Wlklf U2 ot 
Tariki about the delegation's mission in the Congress. His “~<» 
Excellency said,."We will work on making joint Arabian 
plan to control our industries. We will do things in our 


country in the light of our interests. The laws which 
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will enact in the future will protect the old industry in our 


(Continued on page 8) 
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April 14, 1959 
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A PRELIMINARY MEETING 
OF THE ARABIAN PETROLEUM CONGRESS 


Tomorrow, Wednesday, a preliminary meeting of the 
Arabian Petroleum Congress opening in Cairo April 16, 
will be held, 

The meeting will be attended by heads of the Arabs' 
delegations to elect a president and a vice-president of the 
Congress. The Congress will appoint three committees: An 
exploration and development committee; a shipping and re- 
fining committee; and a legislative and economic com- 
mittee. 

The Congress's committees will start their work 
Saturday in the Engineers' Association building in Cairo. 
They will submit their reports to the heads of the dele- 
gations on Wednesday, April 22, for reviewing. 


(A similar news item appeared in al-Nadwa 
April 14, 1959). 


al-Bilad 
April 1, 1959 

























Felt pl YW 
ce J Labs glatrwt 
wre ptlecs foarote 
eee Nad ob LEK 
alex Vy « iodo os ol 
Leet Je Leash ot aol 
+ Lsdhadl Ley Lal 

WL a6 pc 

« Md > Osa Slay 
2 gh bt Fc sola 

S Dicks Oga5 9 3 je - 
JN gb ASL! 
$ do gendd oll U3 

: Gol CLL 


23 GRAN Ss Y - 
Vi dle opal ot Jost 
oli igh . tes) Ju 
Ja Thee Ker Leg pot 
BF 37 LE Sy 295 
Bott G5 Geoyl olib 
OL dol prsly Jo! 
YW ee oN Khe Y Qubs 
SWWTUIE IS Jey atl 
eM ogy Slacel JI js 
ajLzs! mi 

Dols logis Slory 


ee) van a = a 
wp Ji ws ol 1 wl 
joa riers pee GUL 
Ld + & psi Gil “SN 
g Po s]] Vie oF ls 
sags fll get salt “S 
PR Wp JL we Ps ee 
tS geen eotelais cau 
OLS Je Wp as Les 
Ub dial oe o Lobes 
oF Wot, ay ol os 
ely rel Jltnel ay 
cela lh Voter CA Be 
+ SFT dee i Seal 


roel) soles iN las 
ele we gh PC er 


Orally cos Gee ope 


2 BLL ye ta OKs 


Peel Godiyg bu ple 


~~ dlles od deel Crum 
wat re.) “day Ole 


© Dew 93 lag Ky peti py 


ee FM Crs 
va i Wop) Vd 


Diss al! le gas ght oe ; 





wh Elevl dy») 
Vow “pla O gd aie, GU) 
sal 


ow Sr S4d Seti sy 
LSS salt wleldd) of 


° sl let oy 


3 wi ywy Iie 
she pl daslet S92 27 5U 


» Eimaranned Was GN cuss 


via Ady TSU pare LF 
Lent pe Yd Sty 
junc St Sy zl ie a 
* dys odd Uo 4k 

ra gf WS of las 
A aS wile Je Sl 
Aclive Jatt dl duryi 
dda yd co 5)! 


«MSs SN Cua, de tt 
Rant Tae pg JE Jee 


a santa 
«OWS » opdie de Ss 
a) as SN sola J! 


i gMig Ge Tl asl 
1 Gale J oped 55 3 


ad fetta! 
catia > “Vow Jal: 
« nbs LisdLume uted 6LS 
4 scladlg Jalal Gyles Je 
+ Vout 





(8 gb OL Sit dy alt deaths oe eat plapaNp es gre teal let 

ag ¢ ao poland ide gins an 

? Pit Pyeng Pf dy at PF Sa setae ete a i a 
Sy pe) wa r%) | ° alt 1 

“Te e ee wig Tere dc pera e po ar 





WHAT IS NEW ABOUT THE 
ARAB LEAGUE'S PETROLEUM CONGRESS 
Sayyid Muhammad Salam (sic), Secretary General of the Arab 
League Petroleum Congress, said it was almost certain that Iran 
would participate in the coming session of the Congress which be- 
gins April 16. 
One of the Iranian Embassy officials informed the Arab League 
of Iran's desire to participate in the Congress. 
Venezuela, the only other non-League member invited, already 
has accepted, 
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WHEN OIL COMPANIES EVADE 
PAYING TAXES ‘ 


‘The Ibemocratio fenator Russell Long 





companies 
taxes on the billions of dollars--their profits 
from the foreign oil and the imported foreign 
oil, : 
. Senator Long indicated that Aramco, for an example, evaded 
paying taxes on more than one billion dollars by making an ad- 
vantage of the privileges of taxes in foreign countries, This was 
‘the Senator's reply to New England's representative (sic) who opposed 
President Eisenhower's decree in which the President requested 
the imposition of restrictions on all ofl American imports. 

Long said that the President:can expect the cooperation of the 
local petroleum producers as regard to his decree of oil 
importation. 

; Long went on to say that if the large oil companies which 
used their influence to prevent the limitation of the quantities of 
the imported foreign oil-and cooperated to keep.the oil prices low 
then there will be no problems. _ (U.P.I.) 
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for oll, producing it, and then ‘trans- 
porting it to the ports where the four 
| parent companies receive it at the 
prevailing costs in the Arabian Gulf, 
plus the costs charged by Tapline 
through whose pipeline Saudi oil flows. 
Tapline itself is a branch company 
affiliated to the parent companies. 
The legal view point of this ar- 
rangement has--as we said.before-- 
caused the Kingdom to miss the profits “ des Phish 1 Cond J 
derived from the transportation of oil “ie Mf dnt 
to Sidon through the Tapline, as well 
as the profits derived from marketing * koe Soe pr Up 
the oil in the world's markets, Such a 
‘things necessitate a legal explanation 
and amendment of Aramco's agree- — 
ment in regard to those profits ahd to 
the other part-which Aramco did not ‘ 
accomplish in the oil industry. Uy Saihy« cu we 
Any (oil) company is supposed to ep as gh po 
start its oil development by. following 
the most modern technical methods ya 
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April 1, 1959 


THE TALK OF THE WEEK 

; To the Labor Department in Dammam and 
other parts (of the Kingdom), to the Depart- 
ment of the Foreigners' Affairs here and in 
other parts of the Kingdom and to every other 
department that is responsible for those 
foreigners, Arabs and others, we would like 
to put before them a few questions, the 
answers of which are of great interest to us 
as citizens and as the party concerned in this 
matter, 

1, How many Arab foreigners--non- 
Saudi--are there in the Kingdom ? 

2. How many non-Arab foreigners? 

3. What are their jobs? — 

4, Could not the Saudi youths do those 


5. Have the Government, the country and 
the nation benefited from their presence and 
how far ? 

6. Do we really need them ? 

7. If we need them, what are the 
measures which the officials take regarding 
them ? 

8. Are they performing the jobs for which 
they were hired ? 

9. Is their social behavoior and their be- 
havior in their work useful (to the country), 
or at least mood ? 
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_ 10. Is there an investigation office to 
watch over them ? 

11. Is there any official office to watch 
their work in order to see whether my do 
that work ? 

12. Is there a careful examination of the 
applications by which they were hired? 

These are just a few questions, but they 
seem to be hard ones because they will 
astonish those to whom the questions were 
forwarded. Or at least, the questions, should 
prompt those official to reply to them. This 
may take days or months. Who knows? Had 
the reply to those questions been ready, or - 
had the matter been under observation and of 
concern, the situation of those foreigners 
would not have been as it is now. We would 
at least have seen some action and more in- 
terest to decrease the number of foreigners, 
particularly those who are of no use at all to 
the country, as those whose presence do 
harm to the country materially, morally or 
socially, 

- When we say such things to the officials, 
we hope that they first will reply to those 
questions, if they can. That is what we 

. hope, or else, they should do something 
for the sake of their country, nation and , 
themselves in order to fullfil their trust and 
carry out their responsibilities, 
al-Khallj_ al-Arabi 


But Aramco gave the parent 
companies the opportunity to benefit 
from oil refining and all the oil pro- 
ducts. Then there is a score of 
technical.and commercial points re- 
lated to refining, shipping and 


technological aspects of the geological 
exploration and the utilization of the 
vast neglected areas of the concession 
in the Kingdom. 

To have the agreements of Aram- 
co-~as an independent company--meet . 
at one point, the company should be red bi 
considered first of all as a Squdi-type 
company having ith local and foreign 
activities devoid of the administrative 
and commercial arrangements with 
the four American companies--the' — 
shareholders of the Saudi oil con- 
cession~-in order to have'the Kingdom 
receive a full half of the profits 
derived from every phase of Aramco's 
commercial activities in oil shipping 
and marketing, expansion of in- 
stallations, the use of the natural gas 
and the chemicals derived from oil. 

In view of Aramco's present status 
which is intermingled with the. parent 
companies, the Kingdom receives only ° 
revenues of the crude oil based ‘on the 
costs of oil in the Arabian Gulf. The 
Kingdom does not receive the rest of | 
the profits derived from a complete 
industry--profits earned when oil is 
refined — to the consumers in 
Europe, America and other parts of 
the world. 





to technical and intricate arrangements 
and considerations, then Aramco 
should be considered an industrial 
enterprise which is independent ad- 


present, direct it administratively, 
technically, financially and oom- . ay 
mercially. 










‘mentioned companies in ‘order of size, 


‘production. 


; It is known that-these four companies come generally in the 
lead of the international oil companies. In the following we will 
explain the names of some of the international ofl companies 
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_ which control the world's oil industry: eric 
. 1, The British Petroleum Company. This company owns tr 3 19 Ale 
large shares in the concessions of Iraq, Iran, Kuwait, Canada, vin LS ily - 





Burma, India, Latin America ‘and other areas. 

2. Standard Oil: Company of New Jersey. This company 
owns 30 per cent of Aramco's shares. I also has shares in the 
oil of Venezuela, Iraq, Iran, North Africa, the U.S, and other 
soores of areas, the last of which was the oil of Algeria which 
Standard Oil Company of N.J. shares with a French compaty. 

3. Texas Company. It owns 380 per cent of Aramco's 2 e 
ogee and other. shares in the concessions of Iran, North ameri- <SGqeL~ 

, South America and Canada, 

4, The Dutch British Shell Company. It owns oil con- 
cessions in the Middle East, édges of the Arabian Peninsula, 
Venezuela, Indonesia and other areas. 

5. Socony Mobil Oil Company. It owns 10 per cent of 
Aramco's concesgion. It has shares in the oil of Iraq, Iran, 
North American and South America, 

6. pecugreroicts ar 4p bes California. It owns 30 per cent 
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of A, ion and most of the concession of Bahrain. 
Tt also y cékidessions) Of Iran, North and South 
America and Indonesia. 
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1. Gulf Ot1 Company. It owns 50 per cent of the con- 
cession of Kuwait. It has wide interests in the oil of the U.S.A, 
and South America. 

Experts might differ in arranging the positions of the above 
but it-is quite clear 
that the four companies which possess the concession of the 
Arabian American Oil Company definitely are among the largest 
and most powerful international oil concessionaires, This is the 






reason that made Aramco dissolve in them, because they control *Syysd 
the marketing of oil in the world's markets, and transport the ee ‘ 
oil from the sources of export to refine it and sell it to the gas taco ge dello Say 9r9 
service stations, retail dealers, factories and airports. : we ee ee fs; 
Asli said before,Aramco.is nothing more than an engineering ein vlc ji 2: of 


system cantrolled by those four large companies. Those com- 
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panies control also Aramco's oil prices, its markets and 
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This fact does not nullify another fact, and that is the dif- 
ferences in the financial reserves, purchasing power, marketing 
, potentialities, and shipping and refining operations among the 
parent companies. 

As to how those companies came to own Aramco, this I ex- 
plained in my previous articles. Although Aramco is a 
recognized company, it cannot compete with these giant com- 
panies in the oil industry, particularly in marketing the oil in 
the world's markets--the markets which are controlled by these 


parent companies. -Alsd,these companies guaranteed Aramco in 
the banks of Wall Street in America, when it first received the | 
concession, — Sulaiman Qadhi 
Ni bra! 321 ole_Sl 
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DHAHRAN - The appdintment of Mr. 


} George Mandis, Assistant Manager of Arin- 


co's Local Government Relations Department, 
as Manager of the Department has been an- 
nounced, He will succeed Mr. Kenneth 


- Webster who will leave Dhahran on long vaca- 
| tion on Shawwal 8, 1378 (April 17, ‘1959) at 


the end of which he will be transferred to work 
in the campany's office in New York,, 

Mr. Mandis will take over the responsi-' 
bilities of his new position. around the travel 
date of Mr. Webster. 

It is worth mentioning that Mr, Mandis 
has occupied many important positions since 
his service in the oil industry more than 28 
years ago, one of which was his job as the 
Arabian American Oil Company's representa- 
tive in Jiddah in 1374 (1954), 

(Aramco Press Release) 





@m al-Yamamah issue of April 19, Aramco's name topped a list 
of names of people and establishments which contributed to the 


pei evils "SR 25, 000 by the Arabian American Oil Company for 1378," 
joy (Al-Yamamah extended its thanks and appreciations to all those 
DARVA lads BSN de all coh OS Tore who contributed to the fund and calls others to follow their suit.) 
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integrated operation does not yield any external factors, because 

it is the right of the Kingdom to have 50 per cent of the profits 
derived from every commercial undertaking in shipping, 
marketing, and refining, which are parts of the integrated oil in- 
dustry, The other 50 per cent.of the profits is one of the rights 
of the Arabian American Oil Company even if it distributed that 
right among all.the companies of the world, regardless of any 
intertor or exterior consideration, 

For example, the Standard Ofl of New Jersey company, one 
of the pafent companies, possesses in addition to the Saudi oil 
concession other oil resources, means of.transportation, re- 
fineries and oil marketing facilities that are unmatched by any of 

- the other three parent companies of Aramco. ; 

The possession of such properties by Socony Mobil Oil 
Company surpasses those ‘of the ‘Texas and California companies. 
Because of the variation in shipping and marketing capabilities 
among the companies, the Texas and California companies 
showed more activity in benefiting from their shares of the Saudi 
oil, while New. Jersey and Socony lingered because they had other 

ich of] resources besides the Saudi oil. For instance, the New 
Jersey Company has a concession in Venezuela, the production 
of which is epaivalions $0 the Kingdom's production, as I stated 
previously. 

; From here we rae ant the point which leads us to the techni- 
cal irregularities in not increasing the production of the Saudi 
oil, especially because the production is restricted to the oil 
wells near the ports from which the oil is exported. There are 
neglected areas which will be mentioned in another article. 
Thus, the variation of the huge oil resources in possession of 
the parent companies such as those of New Jersey Company, has 
by its nature forced those- companies to guarantee the production 
and marketing the oil produced in their various concession 
areas, the markets in which they sell their oil, the countries 
which buy the oil, in addition ‘to the law of supply and demand in 
the international market. 

The result as concerns the Saudi oil industry was that the 
two companies, relatively poor in their foreign oil resources 
compared to the New Jersey.Company, namely Texas and Cali- 
fornia: companies, undertook to market their shares of the Saudi 
oil production which amount to 60 per cent, which also resulted, 
in addition to the aforesid in a new reduction in the profits of 
the Saudi oll, 

Since Aramco's share of the Saudi oil profits which is 50 
per cent of the net profits is distributed among the four com- 
panies at the rate of their shares in the concession, Texas and 
California Oil companies found out that they are performing most 
of the operations of the Saudi concession without being able to 
get more than 60 per cent of the profits while the New Jersey 
Company is rest assured of its share of the profits by the joint 
agreements among the companies without its having to exert 
any effort matching that of the others in the disposition of the — 
Saudi oil. 

_ To correct these differences in activities and dividing of the 
profits, those companies established a special procedure among 
themselves which grants the most active company in disposing 
the.oil a commission--a discount on every barrel of Saudi oil to 
compensate that company for the additional efforts it exerted. 
‘We do not knew the value of that discount, but it-is presumed to 
range between 8, 5 and 7 per cent. 

As a result of this special procedure, the Kingdom's income 
was reduced by half of the-value of the above-mentioned dis- 
count which Aramco granted to the parent companies. The in- 
equality among the parent companies' activities. in disposing of 
the Saudi oil, plus the (companies') other oil resources, and the 
limitation of markets and countries which buy the oil resulted in 
a delay in the expansion and production operations. They also 
resulted in tying the prices of the Saudi oil to the profits of 
companies that are overstocked with oil. The Saudi oil is 
supposed to be free to have its prices set in accordance with the 
prevailing international prices. — Sulaiman Qadhi 
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al-Yamamah © 
April 19, 1959 
se seer Roney eT ener eee errr ht enas 
ARAMCO AND RESPECTS FOR 
THE ARABS' FEELINGS 


The Arabian American Oil Company (Aramco) is still challenging 
the Arabs’ feelings by using in its publications some phrases that are 
contrary to logic and reality. 

The company for example, persists stubbornly on calling the. 
Arabian Gulf the "Persian Gulf, " thus ignoring the fact that the Gulf's 
water is Arabian territorial water--and-also ignoring that the Gulf is 
an extension of the Arabian Sea to the south. 

We wished that Aranico at least had shown some countesy to the 
Arabs whose wealth it is exploiting on the Arabian Gulf itself. 

I chanced to get hold of one of its publications, "Arabian Oil 
Headlines" published in English, and in it I found that the Arabian 
Gulf,’ which is pure Arabian, is called the Persian Gulf. - 

On the last page, there was an article entitled ''Persian Gulf 
Activity" which discussed some work carried out within our territorial « 
water. 

We ask our sublime government to issue a decree prohibiting 
this imperialistic use of.the Gulf's name and to put a limit to the 
actions of the provokers in the same way the sister government-of 
Kuwait pore has done. 
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Soustelle stated that the vast Arabian 
. desert of Algeria has a fabulous 
reserve of ofl, By 1960, France will 
be able to obtain ten million tons of oil 
annually. Soustelle predicted that by 
1965; two Arabian areas will produce 
wiiat amounts to 40 million tons of oil 
per year, 
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most luxurious furniture and all means of comfort. 

Dhahran is divided into many sections. It con- 
tains sports fields, a radio station, a television sta- 
tion and a theater. All of its streets are very clean. 
At the entrance of the town you will find a board which 
gives the daily number of accidents among the em- 
ployees and the vehicles. 

A traffic officer guides the traffic very alertly 
and smoothly. The company has large size cars 
which are difficult to drive. Such cars need skilled 
drivers to drive them in the streets which have many 
curves, 

The general view of Dhahran with its three areas 
for executives (Senior Staff), employees (Inter- 
mediate) and laborers (General) makes you. feel that 
you live in an industrial town, the land of which 
spurted abundant quantities of oil and gave the town a 
distinctive feature of:activity and vitality in contrast 
to other neighboring towns. 

Dammam is no different from any town in Hijaz. 
Some of its streets'are paved and some.of them are 
still aS nature made them, The houses of Dammam 
are composed of two and three stories in the old 
quarters and villas in new Dammam, or the area 
built with Aramco's loans, 

The Dammam port is one of the best and largest | 
ports of the Kingdom, It is a modern port. It lies 
at 10 kilometers from the maiiiland shore. Ships 
laden ‘with goods from all over the world, particular- 
ly from the Arab countries, Egypt, Syria and 
Lebanon call at it. Vegetables and fruit are imported 
by air and sea from those countries. 

I looked for fresh vegetables and fruit in the 
local markets of Dammam and al-Khobar but I did 
not find any except what Qatif and al-Hasa supply 
.. occasionally. I do not know whethér the shortage 

in agricultural produce in the markets of the Eastern 
Province is due to the limited kinds of vegetables 
planted in the area or to transportation difficulties. 

It is too difficult to live constantly on canned 
food imported from outside the Kingdom. But this 
what almost always happens to the inhabitants of 
Dammam and al-Khobar. 

The Ministry of Agriculture does not care to 
provide the Eastern Provitice with the necessary 

. agricultural produce from al-Kharj farms--the 

farms which are overstocked with vegetables, dairies 
and chickens. 

There will be a further discussion of this sub- 
jeet in my coming "Diaries." 
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Oil production is still continuing to increase 
in the. Middle East. The iicrease is expected to 
reach its summit in the middle of 1959, or in 
the coming four months. 

Kuwait's production during January and 
February of 1959 was 10, 960, 000 tons compared 
to 10, 580, 000 tons produced in the same period 
of last year. 

A large increase is expected after a few 
months when oil begins to flow from the new 
Rawdatain well. 

In the south of Iran, oil production in- 
creased from 6, 300, 000 tons produced during 
January and February, 1958, to 10, 580, 000 tons 
produced during January and February, 1959, 

Production is expected to increase more as 
soon as the expansion operations of Qash, Saran 
and Jazirat al-Kharj are completed. 

Iraq's oil production reached a noticeable 
level, for the production of Iraq Petroleum 
Company and its affiliates was 6, 280, 000 tons 
during January and February with an increase 
of 1, 500, 000 tons over last year production. Oil 
experts expect Iraq's production to reach a 
higher. level during this year. 

In Saudi Arabia, Aramco's production 
reached 62, 000, 000 barrels from Jan. ist to 
Feb, 28, compared to, 60, 000, 000 barrels pro- 
duced during the same period of. last year. 

The country's production is expected to 
mark a ‘new record when the (Japanese) Arabian 
Oil Company produces oil‘in commercial 
quantities in the coming fall. . 

A new oil well was discovered in Libya at 
about 120 miles southwest of Ripoli. This well 
is expected to produced 1, 000 barrels per day. 


al-Bilad ® 
March 29, 1959 , 

THE FIFTH INTERNATIONAL OIL CONGRESS 

The Fifth World Congress for Petroleum Af- 
fairs will be held in New York me 30 to June 5, 
1959. 

The Congress was called to convene by the 
International Council for Petroleum Affairs ; 
which is composed of 12 countries, This Council 
was established 25 years ago. It was the result of 
the efforts of the Petroleum Institute in London, 
where the first Congress was convened on July 19, 
1959. The second was held in Paris in 1937, 
while the third was held in The Hague in 1951 and 
the forth was held in Rome in 1955. _ 

The objectives of the Congress are: 

1, To study the science of oil and its in- 
dustry internationally. 

2. To study the scientific and technical dif- 
ficulties which arise in the oil industry. 

3. To facilitate the exchange of information 
and experiences among those who work in oil ex- 
ploration and oil industry. 

. Six to seven thousand representatives of 50 
different countries which are engaged in oil pro- 
duction and the oil industry are expected to 
attend the Congress. 
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al-Bilad 
‘March 29, 1959 


EXTRACTING OIL FROM COAL 


A projet for extracting oll trom ooal was established tn the 







made no profits: dur ep hoppssaat The lossed of the project in 
1966 were & 895, 000, Hn a, ORO PORTIA Sey we gene AD 


of Eoonomy of the Union of South Afriba declared 
the project to make a profit of £500, 000 after 


I sect 197, 860 ieticon i hi:ia ten tated aster 
of last year. Me ouibinns see ean 
production reached to 254, 000 gallons. The production of 
recat MA IMTICH ELS was serine insrestel from 4. 900, 006 
gallons to 7, 300, 000 gallons. 

The factory marketed what was worth £914, 000 in the third 
quarter and £1, 380, 000 in the fourth quarter of last year. 

The project began to make profits in January of this year. Al- 
—ic. See 
productive establishment, 

I. is worth noting that thd project was launched sheoet ten 


year ago. 


Feeoe) forgotten 


al-Khalij al-Arabi 


April’7, 1959 
Radiations_ 
DEAR CITIZEN ... ARAMCO IS RESPONSIBLE 
A REPLY TO A REPLY 
In one of the past issues I wrote a criticism entitled "Juha is More 


Deserving of His Ox's Meat" in which I commented on Aramco's purchas- 
ing of fruit from outside the Kingdom. I asked Aramco's officials to give 
the local agriculture some attention. I also reminded Aramco of the 
empty publicity and false pretension -- with which it surrounds itself -- 
appearing in many local newspapers. 

I expected this criticism to have direct effect and to stir the nerves 
of the officials responsible for the propaganda in Aramco. My expectation 
came true, 

In a past issue of this paper, an article entitled "About Juha and His 
Ox's Meat" was published. The writer wanted to deceive the readers by 
signing the article with the words "A Citizen, '* because he thought that the 
people would not know that our noble writer is one of those who direct 
Aramco's propaganda day and night. He is one of the individuals who are 
working on disseminating it each night and day. So how strange it is to 
have this man call himself "A Citizen" while he is one of the favorite 
followers of Americans and one of the servants who live on the leftovers of 


“the meals of Uncle Sam's sons. 


The strangest thing which cannot be understood is that the writer 
tried to be nice when he talked about the "Rocket."' His rude propaganda 
made moat of the readers sick, He claimed that the "Rocket," did not 
say anything new. I do not know what the "Citizen" means by "anything 
new." But he knows very well that any news such as that is new. 

In the past, all Aramco's news was covered with a heavy screen of re- 
sounding propaganda which hid the facts. If somebody surpassed us in re- 
vealing a thing, why don't we consider that thing "something new ?" Is it 
because he made things clear to the readers? 

My friend the "Citizen"--Hurrah for him |—proceeded to say that we 
should not blame Aramco for not encouraging the local productive work. 

I would like to ask my brother, the "Citizen;' do we have any more 
farmers left after Aramco came into being? Have you forgotten that 
Aramco hired the best of our youths to exploit them in its operations? All 
of those youths gave up agriculture completely. This resulted in a lack in 
our agricultural produce. 

Aramco hired the youths to educate and civilize them, as it claims. I 
don't know what sort of educatton this is which makes one learn a 
language other than his, more than he learns his own? In other words, he 
might understand the English language, while he still-does not know the 
Arabic language ... does not know even how to write his name, Have you 
my friend ? Have you forgotten the false civilization which 
they were --a civilization which does not go beyond combing one's 
hair and ch gum? 

What education and civilization are these which Aramco claims (to / 
have given them) to make them abandon their farms which consequently 
were neglected because of a shortage in manpower ? 

Don't you know that if arty of those youths left Aramco he could not 
support himself because he has had no high education or because he did not 
learn any profession? He had abandoned agriculture since he first joined 
the company. 

In view of the many questions I put before you, I feel certain that you 
cannot distort the facts as much as you can cover the sun. I hope that you 
aré convinced that Aramoo is the first and the last party responsible for 
the underdevelopment of agriculture in the area, ,The Government's 
records confirm that agricultural produce during the past ten years de- 
creased by 40 per cent, and that 30-per cent of the palm trees and other 
plantations were ruined because their owners joined Aramoo. Do you be- 
, Meye that? I hope you do... and I hope Aramoo's officials are convinced 
too, in order to correct what they previously have published about pro- 
moting agrtcultire in the Eastern Province, | "A Rocket" 
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April 5, 1959 


OIL PRODUCTION 


DHAHRAN - A new daily pro- 
duction record of 1, 361, 500 barrels, 
of crude oil was set on Ramadhan 17, 
1378 (March 27, 1959) by Aramco. 

- This is the highest production 
total Aramco has achieved over any 
24-hour period. 

The previous high was 1,308 700 
barrels produced Dhu al-Qidah 29, 
1376 (June 27, 1957). 

Production from individual oil 
fields on the record date was 
896, 900 barrels from Ghawar, 

322, 600 from ‘Abqaiq, 78, 200 from 
Safaniya, 38,800 from Damniam, and 
15, 000 from ‘Qatif. 


(This Aramco press release 
also appeared in al-Yamamah 
April 19, 1959) 
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al-Nadwa 
April 6, 1959 


(in a series of short news 
items entitled "The 
Diaries of al-Nadwa" 
Ustadh Anwar Z'‘alouk 
wrote the following:) 


Petroleum 


A few days ago I visited 
my friend Hisham Nazer, one 
‘of our educated and loyal 
citizens. He was completély 
absorbed in preparing a book 
on our country's oil, I asked 
him about the reasons which 
prompted him to write this 
book, He said, "Ustadh 'Abd 
al-'Aziz ibn Mu‘amar got 
ahead of me in writing about 
the subject. He is about to 
finish a book in English on 
oil, I, as a citizen, feel the 
importance of this natural 
resource which is fully con- 
nected with our life, In my 
research I did not find one 
Arabic book that was worth 
being a reference on which to 
rely. Therefore, I took upon 
myself the writing of a book 
in Arabic, I feel pleased to 
tell you that our country has 
had many extremely honorable 
positions which will be re- 
vealed by this book." 

Greetings to 'Abd al-'Aziz 
ibn Mu'amar and to Hisham 
Nazer. 
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arrived there in 1366 (1946). They carried out exploration ang) 
drilling operations and geological studies. After all that exertion 
and expense which was. deducted from our national income, the 
reports ‘of the company's experts. turned out to say that there 
was no water in Buraidah, ' The inhabitants clung to the drilling 
equipment, They were determined to explore again in the hopes 
of finding water. But someone came and told them--word for 
word--, "This a strange. If Aramco did not find water, would 
you expect to find it?" 

The experts left, taking their drilling equipment with them 

_ after they confirmed the fact that it was impossible to find 
water in Buraidah. 

But, the people did not give up all hope. They brought their 
own drilling equiprrent and started to explore for water. They 
were not deterred by troubles or hardships. 

On. Shawwal 14, 1372 (1952) the dream became true. Water 
flowed from thé well of Ibn Kharif in al-Zarqa. Exploration and 
drilling operations were continued until water was found in 
abundant quantities in all parts of the town to’irrigate the 
gardens and date farms. For every field there was an artesian 
water spring to water the plantations. Water in Abu al-Khail's 
well in Khub al-'Aoshar flowed to a height of approximately 50 
feet above sea level. ; 

In the latest drilling operations, some strange indications 
which we could not understand appeared in some of the wells. 

What we can talk about is water--flowing water, half of 

- which is wasted on the sands. 

As we stand astonished and bewildered before this flowing © 
water, we, unhappily, have no reports on the real state of the 
water as to its quantities, quality and usefulness. We know 
nothing about all that, despite the fact that we have a Ministry 
of Agriculture with its.employees and experts occupying a story 
of the Ministry's large building. 

The public asks the Government, which is vigilant in looking 
after their interests that a detailed report on the water of 
Buraidah be prepared by geologists in order to predict how long 
water will continue to flow; how to utilize it in other purposes; 
whether there are small and insufficient quantities of water and 
whether the running out of water is inevitable. Has the Govern- 
ment taken the necessary steps, such as limiting the drilling 
operations which are spread in all parts of Buraidah, or at least, 
supervising those operations to insure the water flow for a 
longer period? 

This water is wealth. We can make use of it and profit from 
it if we know how to use it, If the people are guided to the right 
and productive way they will succeed, But if they are given 
full liberty to do what they wish without knowledge or order, 
then such a thing is one of the matters which an honest govern- 
ment does not admit. 

Before I end this word I would like 'to repeat my request to’ 
the officials headed by H.R.H. the President of the Council of 
Ministers to provide -the people of Buraidah with a detailed 
scientific report on the water of Buraidah and then intervene 
officially to work and put things in order in the light of the 
(suggested) report to protect the wealth of country from being 
misused and from confusion. 


Abu Hilal - Riyadh 
JI 
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THE WORLD'S LARGEST REFINERY 
Is IN AUSTRALIA 


_ The capacity of the refinery located near Geelong in Victoria 
Province in Australia reached 2, 200, 000 tons of the crude oil 
imported from Borneo and the Middle East. 

The quantities of gasoline which this refinery produces are 
enough to meet: one-third of all of Australi>'= requirements. 
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ARAB PETROLEUM CONGRESS 
(Continued from page 1) 


country, We keep in mind the 
national interests (which are 
_based) on mutual cooperation 
and mutual interests. we do 
not blame those who are de- 


veloping our oil for beirig loyal 


to themselves’ and for ial 
for their interests. ‘ But we, at 

thé same time, cannot forget » 
our interests. No one can 
blame us for being loyal to our-. 
selves, and for working for 

our interests." 

The Japanese Company: 

Al-Bilad's reporter asked 
H,E, Shaikh al-Tariki the 
following questions: 

Q. Do.you expect that the 
Japanese Company will succeed 
in exploring for oil in the Saudi 
offshore area? 

A. The existence of oil or 
its discovery can only be de- 
cided through exploration. Itis 
true that the geological studies 
could indicate the existence of 
petroleum components, but 
finding oil and producing it in 
commercial quantities can only 
be determined by exploration. 
All indications point to the 
probability of finding oil in the 
Japanese area of the concession, 

Q. Some Western news- 
papers claim that the Japanese 
capital is too small to carry 
out its big job, What do you 
think of that ? " 

A. The company's capital 
is large enough to finance the 
research and exploration 
operations. When the company 
finds ofl in commercial quanti- 
ties it can rise its capital by 
issuing new shares of stock on 
the one hand and by its profits 
and by expanding its operations 
on the other. 


‘The Algerian Oil: 

Al-Bilad's reporter asked 
H.E, Shaikh al-Tariki, "What 
can we do to the American 
companies which agreed with 
the French Government to ex- 
plore for oil in the lands of the 
Arabian and Muslim Algeria ? 

His Excellency replied: 
"The Arab League can make a 
decision to boycott these com- 
panies in the game way we de- 
cided to boycott Israel. 

Q. Do you think this will 
affect us ? I mean would those 
companies try to press us by 
competition and other means ? 

A. Oh, brother, the oil is 
available and we can find buy- 
ers for it. We can find who 
will cooperate with us to pro- 
duce the oil if some try to press 
us. We do not want to make 
trouble with any people, but if 
some people try to make trouble 
to us and cooperate with our 
enemies,: then the least we can 
do is to protect our interests. 
We have numerous markets. 
Western Europe depends on 
this area's oil. We also have 
now markets in the Southeast 
Asia and the Far East. 

Q. What do you think of 
the problem of refining our oil' 
in foreign refineries ? 

A. The consuming coun- 
tries get exorbitant taxes from 

refined products and trifling 
taxes from crude oil be- 
ceovea ther -~ >t to insure the 
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attribute to him things that he would never do. 


That some party ignored the actual matter. 


He forgot that 


what was published previously was said to him. 
Since he knows such things in himself, why does he want to 
know who wrote the article, why the paper published it and for 


what purpose ? 


- at matters of fact. 


‘the article to be one based on established facts. All what it con- 





wer carried an article 
ace hears over Aramco's 


In one of its past issues this new 
criticising the language which the aud. 
television station. The criticism wi. constructive, It was aimed 
Every word:in th: . article was based on 
tangible actu: 8. In addition to that, the article was 
moderate, ‘so! d unemotional, 

The persan who wrote the article was sincere in what he 
said. He has a respectable position in the world of press and 
literature, At the same time he is one of the people who live in 
the area and watches the programs of Aramco's television every 
evening. He is also one of those--television section's employees 
--who contributed to Aramco's television from the very beginning. 
He merely wished to use an anonymous name instead of his own, 
which is the right of any writer, particularly when that writer is 
the one: about whom we are talking. 

As it is the case with us when we receive our mail, we re- 
ceived that article. After we studied and discussed it we did not 
find any reason why we should not publish it, Actually, we found 


Instead of replying to the article or discussing it, he kicked 
up dust, screamed and wailed... Inatand-of-using-bice-jutignreny——--- 
logic and nicely argue the matter, he let his stupid emotions guide 
him for he accused the page of the things which reflect his 
personality. 

Despite that, we do not want to get ourselves involved in'a 
nonsensical argument...we do not want to be engaged in such 
cheap sophistries and foolish claims, We want only to mention 
the facts and explain to him that whatever has been published in 
this newspaper is aimed at pointing out the unknown facts, actual 
faults, directive instructions and the like. 

Wher the editor-in-chief writes about any subject, he uses 
his plain name or the papers' name, because he is responsible for 
what he published. It is not his habit to conceal himself behind 
symbols as someone did when he wrote an article replying to an 
article that appeared in this newspaper. He (that someone) had 
not the courage to give his true name, 

Now al-Khalij al-Arabi is a pulpit for the dissemination of 
facts, reforms and guidance. When it carries out its duty and . 
performs its responsibilities, the paper does not pay any attention 
to the comments of the evil tellers of tales who do not like plain 
style and honest work. The reason is that those people are not 
frank with themselves and not true to the reality of their lives; ; 
consequently they don't know the meaning of honesty and loyalty. 

al-Khalij al-Arabi 


tained was a constructive and beneficial criticism to the television 
division and to the audience, All these factors and others 
prompted us to publish it without feeling any embarrassment or 
inconvenience, 

We were thinking that there were people who listen to a talk 
and follow what is best in it. “We also were thinking that all 
people can make use of cooperation so long as the aim is clear 
and the intentions are well meant, We thought that the article 


would attain the purpose for which it was intended--making all w ou haa ads 
possible corrections; avoiding mistakes; submission to matters Mi , 
of fact; discussing the known facts which the article contained; ws se 


and the following of the notes and directions which are very 
necessary to the television division. 

What happened was exactly the contrary, Or, let us say that 
the reaction was a big stupidity (a protest) against the editor-in- 
chief of this newspaper. Some party strongly attacked him and 
accused him of lying, jealousy and ill-well. Furthermore, not 
being satisfied by his reckless emotions that same party started 
to say false and untrue things about the editor-in-chief, and 
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al-Bilad 
forth some sort of a balance April 19, 1959 
between the oil-producing 
countries and the countries 
which consume the oil for rg- 
fining purposes. 

If a country like Italy, 
which does not produce oil but 
refines it only, has made 
fabulous profits from this in- 
dustry, what chances there are 
for the producing countries 
themselves! 


establishment of oil refining in- 
dustries and other industries 
which depend on oil refining in 
their countries employing their 
manpower, and receive as high ~ 
profits as possible, 

But coordinating the co- 
operation among the Arab and 
other oil-producing countries 
such as Venezuela,which is 
highly experienced in dealing 
with oil problems, would bring 


THE REDUCTION OF OIL PRICES 
IN VENEZUELA 


The International Petroleum Company, an affiliate of Stand- 
ard Oil Company of New Jersey which produces oil in Latin 
America, announced a reduction in its oil prices following the 
example set-by the Shell Oil Company at Venezuela. 

The price reduction ranges from five to 15 cents perbarrel 

The Shell Oil announced the reduction of its oil 
prices on April 4. 
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E ACCORDING HARDY, PRES | DENT (PROTECT SOURCE ) ARAMCO HAD NO ND 
DCL/c © ADVANCE NOTICE SAG'S DESIGNATION HAFIR WAHBA AND ABDULLAH a 
: TARIK| TO BE DIRECTORS AND HAS NOT YET RECEIVED OFFICIAL Ol 
_ NOTIFICATION, IF THEY DESIRE ATTEND MAY MEETING IN SAN PeaNGs Saga 
THEY WILL BE MADE WELCOME, IN OPINION HARDY, BOTH ABLE, sy 
3 RESPONSIBLE INDIVIDUALS, ALTHOUGH HE- FORESEES. PROBLEMS ARISING 4 
FROM: DUAL RESPONSIBILITIES AND OBLIGATIONS. RESTING ON TARIKI, N. 
WHOSE ASSIGNMENT LIKE.PUTTING CHAIRMAN FCC ON BOARD RCA, ©. 
HOWEVER, HARDY WITH CHARACTERISTIC OPTIMISM BELIEVES DIFFICULTIES, ‘oO 


CAN BE SURMOUNTED . 


r 


6081 TIONS ‘NOW BEING DEVELOPED FOR MAY MEETING, AT WHICH, IN 
ORDER DAVIES MAY PRESIDE THROUGHOUT, DIRECTORS AND OFFICERS 
WILL. BE CHOSEN AS LAST RATHER THAN FIRST ORDER ‘BUSINESS, 


WIF WAHBA: AND TARIKI ATTEND,. THEY WILL BE SUBJECT SPECIAL ELECTION 
YIN ADVANCE, °. 
NS 


L1NQUISHMENT WILL HAVE IMPORTANT PLACE ON AGENDA, AS WILL 
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8 American 011 Company, for March 1959. Statistical charts on the Home 
Ownership Program have been deleted. 


. i American Consul General 
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Dhahran 
April 18, 1959 
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Mr e D. as Sullivan . 9 
Assistant General Manager - Operations 


Attached is a report of the activities of the Arab 
Development Department for the month of March 1959. 


H. B. BECKLEY, Manager 
Arab Development Dept. . 


HA 


PRL: aym 





Distribution: 


Chairman of the Board (NH-TCB) 

Vice President - Government Relations & Finance 
Vice President & General Manager - Operations 
Vice President & General Manager - MSTET 
Vice President - Relations 

Comptroller- 

Chief Engineer - Saudtt Arabia 

‘Associate General Counsel 

Assistant Treasurer 

Associate Economist 

The Company Representative - Dammam 

The Company Representative - Jiddah 

The Company Representative - Riyadh 

“Manager - Local’ Government Relations 

Manager - Maintenance & Shops 


Manager - Community Services 
Manager ~- Transportation 
Manager - Public Relations 


District Manager - Abdqaiag 
Gen'1l Supt. - E&us 
Supt. - Home Owneship (2) 
Contract Administrator 

District Manager - Dhahran 
Gen'1. Supt. - E&MS 
Supt. - Home Ownership (2) 
Contract Administrator 
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Distribution (Cont'd) 


District Manazer - Ras Tanvra 

Gen'l Supt..- E& MS 

Supt. - Home Ownership (2) 

"Contract Administrator 
Prosram Coordinator 
Treasurer - New York : 
Manager ~ Public Relations, —T ae Beirvt 
Manager - Oparations, | bien 2 Beirut | 
Central Files 


ARAD. DEVELOPHENT D BPARIN ENT 
March 1959 
CONTRACT ACTIVITY SUMMARY 


February payments to contractors amounted to SR 2,940, O40 as 
souparec with SR 3,204,077 in January, a drop of 8%. An estimated 4500** 
zontractor employees were engaged on an average of P72 contracts neld by 
103 contractors. The ratio of amendmerits to active contracts was 1 to 9 
as compared with 1 to 7 in previous period. 


During March, 10 of the 20 contracts completed or terminated 
were for fixed vrices that finally closed for SR 4,422,407 or 27% more 
than their original value of SR 3,492,637. New contract commitments 

amounted to SR 1,441,001 or about 68% above the preceding, month. 





Value in 
ae Ae Maren Activit iN, Saudi Riyals. 
Area & Mar. l, Compl. Mar». 31, Est. Cont. New |. Amenca. 
Unit _ 1959 New Amended Term. _ 1949s Strength Contr. Added | 
yp ® .? = 
Adgaig - A 
—— eal n 3 eos 
am 
District yy a 2 2 AS an te: yee 
Constr. . { e) 5 29, 544 
Total 83 IT 4 85 I, TIE8 6° B38 3 
Dhahran | 
District 33 2 3 1 34 600 - - 
Constr. 39 0 7 3 36 480 - 47,90) 
Siher Gst,® 6 = 1 z eo a 
cher G.0. ~ 
Total 10 5 TL “5 10 3,140 = 47,901 
tas Tanura 
ce’ GB 8B LHS sooroon seins; 
constr. 
Potal “— « “3 : 1,300 80,000 88,102 
GRAND TOTAL 275 13 29 20 268 4,600 852,956 583,045 


* Jiddah contracting activity has been included in other G.0. category. 
4% Estimated on new basis that was confirmed by March field inspections. 


ceneral Activity - A revised INDEX of instructions on contracting by sud- 
ject and number and a revised instruction on,UNIT PRICE & MISCELLANEOUS, 
‘ORK CONTRACTS (No. 465.800) were issued. 


Tapline contracting activity indicated eleven active ‘contracts at the 
end orf March with payment during’ February 1959 ie ioe: to SR 123,918. 
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AGRICULTURAL ASSISTANCE | 


During the month a great deal of activity was devotec to 
assisting in tne control of locust. Inspectdon trips were mace vith 
the Leader of the Indian Anti-Locust Mission to all locations of the 
United Nation's Indian Anti-Locust Mission's work, except at Gaisumah. 
Assistance at this time is needed in off-road vehicles to carry men 
~ith spraying and dustins equipment to kill the young hoppers just 
hatching. One land-rover and driver was assigned to each Mission crew 
at Nariyah, Al-Khobar, Ain Dan and Hofuf. As hatehing increases later 
to a sreater extent, more assistance will be needed. Arrangements were 
made for the Indian Mission to buy needed gasoline through the »vulk- 
plants. The Locust Control Mission has crews for field overatiors lo- 
cated at Al-Khobar, Nariyah, Qariya, Qaisumah, Hofuf and Ain Dar. ‘So 
far the Government nas only observed activities in the immediate area 
of Hofuf and their supply: of bait is being kept for future needs. Full 
efforts on locust control will come during the month of April. 


The Director of the Arad Development Society (ADS) in Jordan, 
was shown. the agricultural development work being dore in the vicinity 
of Satif. He also inspected the food handling facilities of the Comoany 
so that he would have a better understanding of how the ADS supplies fit 
into over-all Company needs in the field. An irrigation corsultant for 
ADD made a trip to the ADS project near Jericho to review the possivili- 
ty of aecceoting the vosition of manager of the farm. A special report 
was prepared by him covering this trip. ? 


_ Ramadhan has affected production of produce on farms because 
of lack of energy by laborers. Planting has been a little less and weec. 
control problems have increased. However, because of the vetter crowing 
weather, more produce was purchased vy the Company from local sources 
than in previous months. 


One” grower has ovtained from the Government approximately 100 
acres of land near the beginning of tivé Northern Access Road on -the 
Company's Qatif’ Reservation. He has asked for acricultural assistance 
in the develonment of this land for the express purpose of sirowing vege- 
tables primarily for Company use with the excess going to the local suqs. 


3 The Deputy. Minister of Agriculture arrived in Dhahran for re- 
view of the water well program and to review other work in the fielcd of 
aA wank cul ture e 


LIATSON SERVICES 


Integr ated Power Company ~ A contract has been negotiated with the 
Deutché Projekt Union to condut a study of the Dammam-Al Khobar area 
with the vurpose of determining the proper location for a central 


Ly 
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-eneratins station and the routes and feneral specificdtiors of the 
vecessSary transmission lines to serve the coastal area from Al-Khobar 
tO Satihat and Qatif. This study will inelvude the odtainins and evalu- 
atins of bids for gas turbine- driven generators, controls and crane. 
The study will reauire $67,600 of the. al 000 approved by Manazement 

for this Use. 


Dugaither Hospital - Sheikh Saud Dugaither has been informed that he 
must hire a competent Medical Director before Aramco can conclude a 
contract for the use of fifty beds for the proposed hospital in Dammam. 
Also he was told that Aramco wants the use of a general hospital and 
not a restricted hosvital. 


Establishment of New Laundry - A merchant in Al-Khobar has decided to 
estaslish a laundry. Several weeks aso, at his request, a representa- 
‘tive from the laundry equipment manufacturer arrived from Germany to 
ciseuss the project. Tne size of the laundry was decided upon and the 
manvfacturer’'s representative left asain for Germany. He is expected 
to return in the near future with the necessary data on the aca BMGT 
for the yvroject. 






Feats ssociated Consulting Engineers - The difficulties acest to The 
ssoeiateda Consulting, eEnsineers -C.E. ) efforts to register in Saudi 
Arabia have recessitated a revision »y Aramco of its Letter of Intent. 
The oeriod for A.C.E. to establish a local office has been extended for 
three months commencing March 17, 1959. 


Dossary Hospital - Mr. Dossary has served written notice to the Lebanese 
coctors ho were to overate the hospital of his inability to complete 
the construction of the hospital according to the. schedule specified in 
his coritract with the doctors and of his intention not to extend or 
renew the said contract. Efforts are being made to assist in the con- 
clusion or a settlement oetveen Mr. Dossary and the doctors. 


Manazemert has aporoved the sale of an additional $25,000 to 
sist Mr. Dossary in daying for the revised cost of the air-conditioning 


Al-Khobar \rater and Sewer Systems - Drawings of proposed layouts for 
oth the water and sewer systems have been completed and approved by 
the Company. They will be presented to the Al-Khobar Baladiyah in 
early Avril. 


The Associated Consulting Engineers of Beirvt have been siven 
i ‘structions for makins drawinss of these Systems suitable for ovtaininy 
er eineerins and construction bids. 


Rahimah mah Pover Company - The overation ard growth of the Rahimah Power 
Jompany any has been poviewed and alternate approaches are beings studied 
for the exvansion of the generating facilities which will be requirea 
early in 1960. 
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Macinat, Abgaia Poy er Comoany - The power company's distribution system 

mately TS Tet The A a ad met li- 
is aporoximatel 5% complete. e Aramco feeder a metering faci 
ties are complete and ready for the tie-in. - 


The first Graft of a contract for Aramco to sell cower has 
een prepared and: is being cirevlated for management apvroval This 
contract contains the points included in the Letter of Intent gsiven to 
Mr. Ba-Hussain in February. 


Sauci Industrial Gas Company - Discussions with Saudi Industrial Gas 
Comoany (Sigas) indicate.that they can readily supply nitrogen of 
acceptable purity and quantity for use in hydroformer testinss and 
insoectiors. ‘shen the method of storage ard transportation is resolved, 
it vill be vossible to close the Ras Tanvura plant and purchase all 
eS ee locally. p 
Knateeo and Munshi - Management has approved a modified repayment scned- 
ule for tne loan Aramco guaranteed in the amount of SR 200,000. Khatee» 
and Munshi purchased additional building materials for noywses to de con-~ 
structed at Madinat Aboaia under Aramco's Home Ownership Prosram and 
then were unable to meet the original repayment schedule. 


Establishment of Local . Printing Plant - Offer of Graham Associates to 
make a “a séudy . of the feasibility of establishing a printing plant locally 
has beer accepted. It is expected that representatives or Graham Asso~ 
clates will arrive approximately May 1. ; 


Dossary Engineering services - JJork is underway -on.a erid system for 
the Jabir Dossary farn. Y ; 


Design work is in prcsress for the addition to. National Paper 
Products Company building; in Dammam. 


Denia Municinalitv - A letter :as forwarded to the Dammam iMunicipality 
reovesting the return of the original. Stable base sheets of the Dammam 
bODGs craohic ese 


bola te a ne A hr 


been cea et and Vranas Tied. 
Al Gosaibi Oo Fant Plant - Mr. Gosaibi has been advised concermming results 
m 


or tests on samples of COn, which proved acceptable. 


sipane Daca - Additional data, quantities and specs have been gathered 
on piving for transmittal to Messrs. Momenah in Jiddah to assist them 
in their investigation of the feasicility of establishing a plas to 
manufacture steel vine. 
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Although 76 houses: were constructed or niigatnnad suited vite the 
month of March, the number of houses under construction slipped to 327. 
Ramachan was the principal factor, as it is believed that contractors 
concentrated their efforts on completing units under construction, : 
particularly interior work,. rather. than. new: "starts" with a lower. pro- 
, Guctive work output. Also, cuality control measures are having a tem- 
porary effect on new Starts. 


‘Madinat Abgaig 


The terms for ‘transferring the water system to the Municipal- 
ity are still undergoing careful review to assure that all PORRAEES 
ns ire problems have been taken into consideration. 


The Power: Distribution Company is now erecting power poles 
throughout the. area now under development. Project. is. 90%. ene 


Dammam 


Dicecuskdons. were held with the Dammam Municipality as to their 
responsibility for sanitation. Measures are being. taken by the Company 
to clean-up the Dammam Tract with the intent that the mba cud will 
then maintain sanitation. 


Sehedul ing of equipment and work forges has. been completed 
for the expansion of land development in. the arate Tract to make at 
least one BEOge available by mid-May. 


The Relations Department has beer “pequested to determine from 
the Governor of the Province the status of ovr loan offer of $4,000,000 
toward a water system, inasmuch. as the Baladiyah advised. that ic matte: 
has been referred to the Governor's office. 


Al-Khobar 


Partial site-grading, temporary water installations, letters 
‘of agreement for housing loans, and demonstration house plans were in 
progpese: in readiness— for housing construction starts in the West 
Al~-Khobar Tract now scheduled ‘during ane 
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rormal letters or idpcoment were completéd anc now-have veer 
Celiverec to the Al-Khobar Municivality for their execution coverins 
tne’ $2, 500, 000 loan’ toware.a basic water system and the $2,000,000 loa:: 
toward a basic sewer system. 


Rahimah 
& 


Preliminary diseyssions byline Relations Departmer at Repre- 
ser.tatives and an alleyed title holder of desirable land for Munici- 
nality expansion indicated favorable response. However, we have beer 
advised that this is only tentative indication and we are following-up 
on comparative land develooment cost in the area... _ 


Paving of aetade: and ‘sidewalks is continuins on schedule. 
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free. in the off-shore concession area were completed vs 
166 | ‘iz ten site dovinana. The company had hoped oO 
to begin drilling during April, 1950 but the drilling platform and other 
equipment have been delayed in transit. 
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« r 
(Published April 25, 1959) 
INTERVIEW WITH THE. ASSISTANT MANAGER OF THE ARABIAN 
4 (JAPANESE) OIL COMPANY 


» Assistant Manager of the Arabian-Japanese Oil Company, 
correspondent as follows: 








Question: What steps have been taken so far in exploring for oil in the 
Neutral Zone? 


Answer: 






pages of Mae, maciore' 20s pee bulls, 1p Thos Al Miteeh ware 





werk % at 0, feet, and 
‘maxinam of 10,000 feet be : the bottan of the sea. 
Question: When do you expect drilling operations on ‘the first well to start? 
Answer: About the end of June 1959 or a little earlier. 








Question: Certain fc state that the 
that the c not be able to p 


secur a profit for the company, 
operations. What is your opinion of these rusors? 


Question: What are the marketing possibilities by which you will dispose of 
your produce? 


Answer: World demand for oil is rapidly and contiaous ly increasing in all 
countries of the world. We are very 
Japanese market consumes a large quantity of the world's oil. 
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expect to produce? 






Answer? at, setting of prices will : 
ament and the company in 
‘oil, Pee that these \ 


ag prices in the Arab 
Question: Where will the crude oil be refined? 
Answer: The. S0n0e8 = ‘ n sblis 3 the com 











bets of the py eacaogy 
at is the role that Saudis are expected to play in the administra- 
tion of the company and its operations? 


Answer: reenent Seanad that the Seudi Goverment has the right to 
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ACCESS RESTRICTED. 
The item identified below has been withdrawn fom this file: 
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To 
In the review of this file this item was removed because access tor it is 
restricted. Restrictions an records in the National Archives are stated 
in general and specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it@gtontains: 


1% Security-Classified Information 
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CT] Otherwise Restricted Information 


NATIONAL ARCHIVES AND RECORDS ADMINISTRATION NA FORM 14000 (1-86) 


JILTLION TWMVUCHLIN 


DO NOT TYPE IN THIS, SPACE 


For Dept. Hea 2 | - 
ae E —A# IF OTHER i. rs 
SS A16  Crm=/7 tw-] asv-4 that Aeuy 


2 





SUBJECT: , : 
: GETTY OTL COMPANY 10¢h ANMUAL, IEPORT "0 THE GOVERIBGEY OF SADT ARABTA 


_ ‘There are attached as an enclosure six copies of the subject report. 
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EMBTEL 902, CONTEL 607. 


pit * 


: 


INFORMATION DEPARTMENT 616 





‘eg61.22 NOP 








6a7-s/egsz°v9oes8 





- 


DO NOT TYPE IN THIS SPACE 


« 


OF STATE, WASHINGTON. 





: Via air pouch 


FROM 


TO 





ine 


= 


22.707 
ee | 622 | 


SUBJECT: 











CONFIDENTIAL 


PRIORITY (Security Classification) 


' FOREIGN SERVICE DESPATCH 


DO NOT TYPE IN THIS SPAGE 
[Gla LIT pz 








Amcongen, DHAHRAN 4,38 
DESP. NO. 4 
THE DEPARTMENT OF STATE, WASHINGTON. May le, 1959 . a: 
‘ DATE 
«BE 
a 









 REP-/ LKA-6 NEA-F EF 2éeG-1/ 


° 014-10 GOmM-12 OfD-Y¥ TAR-2- APRm 


Wety-8 TRB 
‘Qed hav 








ARAMCO Payments to the Saudi Government, May, 1959. 


Enclosed is a statement of payments by the Arabian American Oil Company : 
(ARAMCO) to the Saudi Arabian Government for the month of May, 1959.- The “t 
figures were obtained from ARAMCO and are official. E 

¥ 


ObhnQ, S-{danm a P_ 
. Charles S. Kennedy 


American Vice-Consul 


Encl. Bo 
Stat of Payments - May 1959. 


Department pass to Amenbassy, JIDDA 
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ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
- APRIL 1959 


Net Crude Runs from Field Storage During Month 
of March 1959 (Tons) 


Gross Amounts Paid: 
Royalty - Crude $ 


Article 7 of December 30, 1950 Agreement 
Company Income Tax on 1958 Income 


Total Gross Amounts Paid $ 
Deductions fram royalty: 
payment o Government Railroad 
Construction Costs $ 


Oil Shipments to Egypt 
Deductions from Bom Income Tax: 
Assignment out ot i5e8 Income Tax 
Oil Shipments to Egypt : 
Total Deductions | $ 
NET FUNDS RECEIVED en BY ae ARAB GOVERNMENT 






$ 
Distribution of Net Funds by Currencies 


U. S. Dollars $ 
‘Pounds Sterling 
French Francs 


Excludes payments of Customs, Duties, Licenses, Permits, 
Visas, Personal Income Taxem, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar 


equivalents per agreements. 


oN 





Am 


No._438 
congen DHAHRAN 





= 


4,702,701 


7,818, 76 
175,000 
17,197, 6h6 


25,191, 392 


500,000 
732,759 


13,000,000 
68,860 
1h, 301,619 


10,889,773 





1, 536,149 | 


9,342,379 
211,240 


10,889,773 
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FKOM : American Consulate Genepell, DHAHRAN 





TO : : THE DEPARTMENT r OF STATE, WASHINGTON. a 
£-3 ([CA-U heb 6 
° VA , 
OSD- AL _C 
SUBJECT: Arabian American 0i1 Company - Statistical Data, March 1959. Sem Wy Se 
i AIR 
Enclosed is the Statistical. Data report for March 1959 iecured by the 
Arabian American 0il Company (Aramco). This report is‘given to’ the Consulate 
_ General under a "CONFIDENTIAL" cover for information and file. 
Charles S, Kennedy a. 
' Mt American Vice Consul eo 
Enclosure: ae , , O! 
: Statistical Data Report hy 
Marcy 1959 a 
Department please pass to: & 
Amembassy, JIDDA. ‘ a 
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ARABIAN AMERICAN OIL COMPANY AR 724 | 
STATISTICAL DATA 
March 1959 


Country: Saudi Arabia 


1. Crude Oil Production During March 1959 - 42-Gallon Barrels 





~ Average Gravity — Daily Monthly 

Field API . Average Total Year-to-date 
Abqaiq | 38.1 270,691 8, 9391,126 2,662,559 
Dammam 35.5 ' 35,273 . 1,12),)50 3,070,937 
Ghawar 35.2 793,927 24,611,746 64,h74,046 
Qatif by ey 12,736 39h, 796 1,111,228 
Safaniya 27.6 * 45,883 1,122, 380 4,576,063 
Khurais 33.0 | 37. 1,150 1,150 

TORE 35.6 1,159,547 35,945,948 97,895,983 


82 Tewllopuant Wells Completed During Month of March 1959. 
Well Oi Gas Dry Observation Total | 
| “NONE | 

2A. Injection Wells Completed During Month of March 1959. 
3. Exploratory Wells Completed During Month of March.1989. 
Wll Oils Gas Dry Observation Total 
Khurais5 1 : 1 
h. Condition of Wells at End of March 1959, 

(a) Completed Wells: 


(Wells "Completed" do Boe indicate wells listed as "Suspended" | 
on Page 2) ; 


CONFIDENTIAL 





Page—£ > of 
fe) Encl. No 
| CONFIDENTIAL | Nab 


(Classification) | os Amcon en, DHAHRAN 





Abandoned rah Shut-in Obser- Injec- Total 





Field Producing Oil Drilling Oil ( Oil (d) vation tion Complete 
: Wells 

——————S «eo > Oe 
Abqaig 52(g) - 2 0 0 11 3 12 80 
Abu Hadriyah 0 0 2 1 0 1 ) h 
Al-'Alat 0 0 2. fe) 0 ¢) 0 HF 
Al-Jauf 0) 0 1 0 0 0 0 1 
Dammam 28(a) 7(b) 3 1(e) 2 1 ) 2 
Fadhili Qo 0) ) 1(f) fe) 0 @) 1 
Ghawar : 
‘Ain Dar 1 0 1 5 h 3 6 60 
Shedgum 1) 0 vk i 0 1- 0 det 

'Uthmaniyah . 

27 ) 2 10 6 3 0 8 
Hawiyah 0 0 0 1 0 a. ) 2 
Haradh 0 ) ) . 0 - el 0 8 
Fazran 0 0 0 2 @ 6) 0 2 
Khurais fe) fe) 0 5 0 0 O 5 
Khursaniyah 0 0 1 3 0 2 0 6 
Ma'qala 0 0 1 0 0 0 0 L 
Manifa fe) fe) 0 2 fe) fe) ) 2 
Qatif 10 ¢) 1 fe) 0 i 0 12 
Safaniya 20 0 0 11 pA 1 0 33 
Stratigraphic 0 mi) a 0 0 0 0 ms 
192 9 a 50 2h 18 18 326 


(a) Includes 3 producing gas wells. 

(pb) Includes 2 abandoned gas wells. 

(c) Standing oil well hasoil to surface but no surface facilities. 

(c) Shut-in oil well is not producing. 

(e) Demmam well 43 (gas) is a temporarily suspended workover. 

(f) Well bore filled with mud. 

(g) Abqaiq well 2 will be produced intermittently as a gas cap test well. 


(&) Wells not completad: 


Well Drilling Field total Suspended 
Ghawar: 
tAin Dar 66 - es 1 
'Uthmaniyah 38 ~ - x 
Haradh - - 7. 
Fazran 3 1 1 - 
Khursaniyah 7 1 1 ~ 
qatif 13 - - 1 
Manifa’ 3 - - 1 
Total 2 2 5 





' a ee! of 
CONFIDENTIAL : Eade: No. 
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Fr 


5. Refined Products, Month of March 1929 Hig-acaice Barrels - Thousands) ra 


~ Ras Tanura Refinery: | oar Input-Output 
Processed at Refinery 65259 
Production: Gasoline 690 
: Jet Fuel: : yn 
Kerosenes ar ' 516 
Diesel Oils oe eee 1,212 . 
Fuel. Oils nis : 2,837 
Others ‘ 
Unfinished Oils %,. 93, 
Losses or (Gains) | oe 66 
+o Totals 6,259. 
be Stocks as of March 31, icp ieucariia hetaete - Thouneride}” - 
| ‘Refinery Products: Gasolines : 939 
; | Jet Fuel 7 a 367 
Kerosénes _ 363 
Diesel Oils ! 1,682 
Fuel Oils | 88), 
Others (Ineluding: Unfinished Of) . 1,007 
| Subtotal 552h2 
Purchased Products: Aviation Gasoline ye 118 
Lubrication Oils ‘& Greases 1) 
eo : Total 537k. 
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ARABIAN AMERICAN OIL COMPANY AR ‘725 | 
| _— STATISTICAL DATA } 
Country: Saudi Arabia 7 a 


le Marketing in Saudi Arabia - Q@arter Ended March 31, 19596 


(42-Gallon barrels - thousands) 7 
Refinery Présustes Gasolines = 333 yrs : 
= Jet Fuel a 
Kerogenes 130 
Diesel Oils 177 
. Fuel Oil 39 
| Others 25 
- Purchased Products Solds : 
: ° Aviation Gagolines 31 
Lubricating Oils &.Greases 11 
- Total — -7h6 


2. Imports, Quarter Ended March “31, 1959. 
(42-Gallon Barrels (Thousands) ) 


Aviation Gasolines 8 
Lubricating Oils & Greides 3... 
20 


é 


Total 
| 36 mcieration Activities - Quarter ended March 31, 1959. 


ro , 
cn eds 


Geophysical, Field Parties 


—$——— 


Seismograph poy 3 conducted areflection seismic reconnaissance survey 
in the ‘eastern Rub! al Khali. 


4 ‘Seismograph Party \ continued a reflection. seismic survey of the northern 
Summan Gravel Plains area wouthwest of Qasiumah. 


Seismograph Party 5 conducted a refraction seismic survey in the south= 
western Rub’ al Khali. 


(conmromerrat, | 
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|. CONFIDENTIAL | Enel. No 
_ aaeen) Ano onien DHALRAN 
| he Structure Drilling Operations - Quarter ended March 31,1959... | 


Country: Saudi Arabia 


1. 


2e 


Structure Drill Party ‘1 continued a reconnaissance drilling program in 
the. Southwestern Rub! al Khali. a es 


. Structure Drill Party 2 continued the reconnaissance rl program in 
the Southwestern Rub! al Khali. 


Structure Dri Party continued definitive reconnaissance of the Interior 
Homocline south of Khurais. | 


Structure Drill Party 5, with the T-32 rig,. drilled ona stekeceepite: hole 
in the Southwestern Rub! al Khali. 


BLacke, First of Month 

Production by Principal Fields: 
Abgaiq — . 8,391, 1:26 
Damme 1 ra 450 





Totell Crude Production 


Natural Gasoline, etc., Mixed with Crude 


Other Supply 
TOTAL 


: Processed at Refinery 


Pipeline Deliveries from Country 
Water Shipments of Crude fram Country 


Other Shipments 
, Fuel and Losses 


Stocks, etid of Month 
TOTAL | 


CRUDE. OF, REPORT 


AR 727 
Barrels of 42 US Gallons : 
14,727,685 


355945, 948 
~ qty notd etermined 
6,258,952 
18,989,597 
9,988 517 
85,823 
57,059 | 
| 25,294,028 | ; 
50,673,633 | 
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AR 728 | 


Barrels of 2 US Gallons 








REFINERY. REPORT 








Inpute Stocks at 
. = - Output © End of Month 
1. Processed at Refinery 6,258,952 6,497 . 
2. Natural Gasoline & Other Light 
Ri qty not determined 
3. A. Purchased Oil. Rerun cre 
he -TOTAL INPUT 6,258,952: ; 
be Aviation Gasoline ao | fie 
6. Other Gasolines : : 690 5445 938 5847 
Te Jet Fuel : 410,673. — 366,785 
. 8, Kerdsenes - 516,527 363,231 
1,211,955 1,681,869) 
25837,086 883, 758 
he Se ve Oils Produced (Net) pat 92,966 
15. Losses or (Gains) 655696 
16. ‘roman 6,250,952 248,212 - 
17: Deily Average Crude oi Throughput Capacity 
. of this plant: 189,000 Barrels 
18. Fuel , Ronse tten at plant of pils reported iBieices 
| Residual Fuel 011 . 19,510: Barrels 
38, 360 Barrels 


‘Other Oils - Unfinished 


® 5 [CONFIDENTIAL Re. 


(Classification) : Be No.5 
PETROLEUM MOVEMENT REPORT | 
AR 729 


Barrels of 12 U.S. Gallons 








| Imports Exports 

1. Crude Oil ™ - 28,988,220 

2 Aviation Gasoline 2,51): 

3. Other Gasolines and Hephthe - 855,515 

he Jet Fuel - 42,168 

Se Kerese - 62: 9153 

6. Kistillate » 898,147 be 
Te Residual Fuel Oil a 39250, 103 (b 

8.. Lubricating Oil and Grease 4, 762 

9. Asphalt - = 
. 10. Miscellaneous - a 

1. ‘TOTAL . 74276 11,896,606 


(a) Indludes 70,986 Barrels Bunker Oil Laden. 
(b) Includes 901,431 Barrels Bunker O41 Laden. 
12. Transporting Companies: . 
aes of various Shipping ahaeeeed which transported the ourneted above: 
NOT AVAILABLE 
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SUBJECT: 








. ARAMCO Reports SAG Payments Frozen -- 
& ' 


ial _ The Aramco Local Government Relations Office (protect. source) reports sy | 
SAG has not been. repaying Aramco for servicesrendered. These services are such: 
things as purchases for the government, emergency repairs on government vehicles, > 
transportation given to SAG officials, repair of water wells, etc. Previously 
bills were presented to the Ministry of Finance Office in Demmam, where after . © 
being approved they were sent to Riyadh, In a matter of a few wecks SAG paid the O) 
money to the company. Now payments are being. deferred, and a matter of SR 300, 00d 
is owed. by SAG. The Ministry of ‘Finance Office in Dammam has said: unofficially ” 
that payments may well be deferred: until after the ‘Haj (in July). By the time MN 
SAG does get around to paying off its debts to ARAMCO the bill may well be covert! 


* million riyals,. 
0 


Aramco has been slowly getting out of doting services for the government so “™. 
that the amount of money involved is not too large. If worse comes to’ worse the U} 
company: can’ be repaid by subtpacting the money owed from royalty payments to I 
SAG. However, this would be an unpopular move and will only be used if it appears 
that the various ministries will never pay. ( 


ol 
© 
CHARLES S. KENNEDY 
- AMERICAN VICE CONSUL 
oO 
Oe 
> 
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FROM : Amcongen, DHAHRAN . 2 


TO $ THE DEPARTMENT OF STATE, WASHINGTON. 


suBJECT:  Réport of the Activities of the Aramco ares Tewionute Departnent - ‘April. 1959. 


| Enelosed is an edited activity report of the Arab Development Department, | . 
Arabian American Oil Company, for April 1959, . Statistical Charts on the 
Home Ownership pee have been deleted. | : 





| fh | . American Vice Consul 
Enel ‘e es MT 
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April 1959 
CONTRACT ACTIVITY SUMMARY 


ead 


: March payments to contractors amounted to SR 3,213,533, as 
pompened with SR 2,940,046 in February, an increase of 8%. An estimated 
4,440 contrattors' employees were engaged on an average of 265 contracts 

~held by 101 contractors. The ratio of amendments to active contracts was 

1 to 10, as compared vith 1 to 9 in previous period. : 


During April, 16 of the 21 contracts completed or terminated 
were for fixed prices that finally closed for SR 2,216,544, or 16% more 
than their original value of SR 1,913,225. New contract commitments . 
amounted to SR 1,518,336, or about 5% above March 1959. Of the 64 Work 
Orders released (not including unit price releases for Dhahran and 
Ras, Tanura) at a total value of SR 358,320, fifteen releases (23%) were | 
valued over SR 10,000, twenty releases (31%) were valued above SR 5,000, 


and 44 releases (69%) were valued at less than SR 5,000. , 


Contract 


: Value in 
Number of Contracts a i Saudi Riyals 
Area & Apr. l, Compl. Apr. 30, Est. Cont. New Amend 
Unit 1959 __ New Amended Term. — 1959 Strength Contr. Addéd 
Abaaig ; | 
District 46 ; ; 2 2 mi aes 113000 3,550 
Constr. 4A a QoQ _ ? 2370 292008 
Total Ss 7 4 5 35 1,1 1,043,070 26,550 
Dhahran 
District 34 3 4 O 37 630 205,200 23100 
Constr. 36 3 3 4 = 390 73,975 40,346 
Explor. . 3 ~ - ~ 3 600 Fe i - 
Other G.0.* _31 + 2 - 2 0 12 *  * 
Total 10 7 9 “E 17 1,950 pets Fe, 446 


Ras Tanura 





District 32 1 2 "a 33 330 (Unit Price) , 185 
Constr. - 1 __950 ~ 00 

Total or ee “8 12 a 1,310 += £4,585 
GRAND TOTAL 268 15 26 21 263 4,440 1,450,005 73,531 


* Jiddah contracting activity has been included in other G.0. category. 
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General Activity 


The proposed General Instruction on Service Order was re- 
worked and routed for second review. 


Signature authority for vork order releases against unit 
price contracts is‘ pending more information on the frequency’ and moni- 
tary value of such releases. 


Tapline contracting activity indicated 14 active contracts 
at the end of April (an increase of 3) with payments during March 1959 
AMOURE ERE to SR 201,735. 


Contract- estimating data for contractor construction equip- 
ment was re-worked and routed for third revier. 


"AGRICULTURAL ASSISTANCE 


April activity centered about our assistance to the Anti- 
Locust Control Mission. We have furnished eizht vehicles. with drivers, 
as well as technical agricultural assistance. The Saudi Arabian Deputy » 
Minister of Agriculture | made several field trips inspecting locust con- - 
trol activities in the ‘Ain Dar and Nariyah areas. In all areas where 
Aramco has given assistance the locust control has been effective. 


In a conference vith the Easterr Province Director of Agri- 
culture, a review was made of the irrigation and drainage plan for the 
Hofuf Research Station. _ Soon the station 17ill add an animal experi- 
mental unit. The Director announced that the SAG will not operate the 
station's date packing unit since they cannot meet Aramco's sanitary 
requirements; however, he is encouraging farmers to Operate the plant 
for packing their ovn produce. 


An office has been established in Hofuf to sell agricultural 
production supplies as the sole Saudi Aravian acency for the Asgrow 
Seed Company of Connecticut. 


A local contractor requested assistance in developing infor- 
mation:.to make his bid on the Qatif drainage program. Unit price bids 
for excavation for the first increment (of four) of the Qatif drainage 
project were- due in Riyadh May 4, 1959, in accordance with a SAG bid 
announcement. 


'. The Qatir and. Hofuf fresh vegetable production program con- 
tinues successfully. We are trying to locate additional vegetable farm 
land in Qatif. a : 


ADD Report For 
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TECHNICAL ASSTSTANCE 


Lod 


en came a om 


sent ata for pevinieas and adcendums to their eaparun. These” were 
accepted and Associated Consulting Engineers was notified to complete 
this vork as soon as possible. , 


Associated Consulting Engineers - Associated Consciting Engineers is 
continuing its efforts to | set up a local office. 








Battery Manufacturing Plant - Mr. Al-Gosaini has in?’ormed us of his 
decision to build a wet battery plant (principally automotive). Design 
and installation supervision will be provided by a German firm. 


Dammam Laundry - Study is underway on the Dammam Launary' s new list of 
rates. This is being done by a case study of a hypothetical launery 
using actual costs. 


Date Study - Dr. Andraos (Associated Consulting Engineers) is preparing 
to come to Dhahran to finish the field work on the date study. 


Detergent Manufacturing Plant - Mr. Marvin aneen of the Oronite 
‘Chemical Co. is expected in Dhahran during May to study the feasibility 
of establishment of a detergent plant im Dammam. He has sent a list of 
questions to be answered to make his study effective. Various Aramco 
departments have been contacted to supply answers. 


Dossary Hospital - Discussions are continuing between Dossary and the 
Lebanese doctors regarding termination of :their contract. 


Dugaither Hospital - Drawings of the Dossary Hospital are being sent 

to Sheikh Saud Dugaither per his request. He was informed that these 
drawings would be a good source oi ideas for his hospital but that the 
design of the Dossary Hospital vould not apoly in whole to his require- 
ments. — 
General Contracting Co. - Negotiations are underway for financial 
assistance to GCC. . 


Hydrochloric Acid Plant ~ This whole project. is now under full dis- 
cussion. Mr. Shabib has hiréd a consultant to assist in this endeavor. 


Integrated Power Co. - In accordance with Aramco's cortract with the 

' Deutsche Projekt Union, three DPU engineers arrived in Dhahran ard have’ 

started the study of electric power generation and distribution. Pre- 
sently they are developing locations for a pover house and transmission 

lines connecting al-Khobar, Dhahrar AFB, Dammam, Qatif, etc. Completion 

of the first phase of study (including dravings is scheduled for June 

30. A detailed report is expected vy Aurust 30. 


: ADD Report For 
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Concurrently with the field work, the DPU Frankfurt office 
is developing bid tenders for combustion gas turbines and power house 
ecuipment. 


Laundry (New) - The report of the German ee retained by an 
‘al-Khobar merchant is expected in May. 


Linen Supply Service - We are collecting data and discussing the possi- 
bility of Aramco’s using the services of a local liner supply service. 


Madinat Aboqaiq Bakery - Land and eovipment (Ine. a German oven) has 
been \purchased. A tentative floor plan (approved by Preventative 
Medicine) and descriptive. material on equipment have been sent to. the 
Dossary RNET Seeing Services for final design. 


Madirnat Abaai Pover Company - Mr. Ba-Hussein announced that he would 
be SpEcarel to distribute power ty June 1. Our agreement is being 
processed by the Law Department and ‘should be complete and signed in 
early May. 


National Gas Co. - Ensineering data and maps have been given to NGC to 
aid their future expansion study. They have contracted with Snam — 
Progetti to make their study. Snam Prosetti nov has an engineer in 
Saudi Arabia starting this work. ; es 

vy 


as 


National Paper Products Co. - ER was approved to provide financial 
assistance to NPP Co. 


Dossary Engineering.Services has completed structural, 
foundation, and electrical designs and drawings. Plumbing, sewer, and 
details remain. . ; 
Printing Plant - Graham Associates are processing tvo consultants to 
arrive in Dhahran in early May. in accordance with Mr. Graham's request 
we are assembling data on Aramco' s printing requirements. 


- 


ahtani Warehouse (Air Conditioned) - We have provided a complete 
Ce electrical set of drawings for the installation of A/C eauip- 
ment. 


-Rahimah Power Co. - GOE was requested to supply a specialist to davelos 
a future expansion program for the Rahimah zenerating facilities. 





Saihat Clinic - Dossdry Engineering Services has finished all drawings 
which we are checking prior to acceptance. 


Salim Sager Dhabiey - Negotiations are underway for financial assistance 
to Mr. Dhabiey to helo him undertake the construction of five of the : 
houses in Rahimah Townsite. 


ADD Report For 
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Saudi Cement Co. - Completion of a 300 ton per day plant in Hofuf is- 
scheduled for January 1961. 


Saudi Industrial Gas Co. - SIGAS will start dry ice production when the 
Summer peak demand for CO, for soft drinks is over. 


> 


 Tarut. Water System - Dossary Engineering Services has completed the 
design of the water storage and distribution system. 


Water Wells 


Wells completed 4 
Nev: sites located 7. 
Wells cemented 2 
Rigs in area : el 
Geochemical samples Tt 


HOME OWNERSHIP 


Fifty (50) Loan Plan houses vere completed and/or purchased 
during the month of April to bring the total for the year 1959 to 224 
units. In addition, 330 units are in various stages of construction, | 
with 31 new construction starts during this month. Although the total 
number of Loan Plan houses acquired by the month end is consistent with 
the forecast, it is evident that measures must be taken to increase the 
number of units under construction. Failure to complete site develop- 
ment in the West al-Khobar Tract as soon as expected is the principal 
reason for not improving our previously established program for units 
under construction. 


KHOBAR: The Municipality Director has advised us that the 
Municipality Council was in general concurrence with the Letters of 
Agreement as presented to the Municipality. These Letters covered 
loans for water and sever systems. The Municipality Director'also made 
an exploratory trip to Riyadh to discuss the loans offered with Central 
Government officials, and to ascertain whether or not. acceptance might 
be forthcoming from the Central Government since a Central Government 
guarantee is a condition of the loans. Central Government officials 
advised the Municipality Director of Khobar that he should prepare a 
formal application for approval of the loans, including full documenta- 
tion describing the projects and the reasons why they would be advan- 
tageous to the Khobar Municipality. Copies of the water and sewer 
Studies as revised by us have been furnished to the Municipality Directo: 
to assist him in this task. It is the intention of the Municipality 
Director to seek concurrence of the Governor of the Province to return 
to Riyadh so that he may personally make the presentation. 


DAMMAM: There is still no change in the status of the loan 
offer to the Dammam Municipality toward a water system. 


ADD Report For 
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| The next incremental development of land in the Dammam Tract 
has been delayed to re-define the scope of work. Efforts are under way 
to allocate earth moving equipment for this project to expedite the 
land development as soon as the Expenditure Request is- processed. 


7 MADINAT. ABQATA: Interest is continuing on the part of our 
employees to acouire their Loan Plan houses in the Madinat Aboaic 
Municipality. It 1s noticeable that Home Ownership activities in Hofuf 
have practically ceased since the start in Madinat Aboaiag, and many 
employees who already have their Home Ownership houses in Hofuf now 
‘wish to sell them in order to accuire a home in Madinat Abcaiq. 


HOFUF: At the reouest of Hofuf Municipality officials a 
eebilone was held wherein they requested that Aramco state its position 
on financial asststanac for their water and sewer projects. 


. pane The demonstration house is now completed and the 
office open for business. . The housing construction rate is still less 
than the forecast due to the emphasis placed on improved quality. We 
expect to increase the construction progress to meet year-end target 
for Rahimah and still maintain quality improvement by developing se- 
lected ,contractors who have demonstrated their ability and See 
to construct good Loan Plan houses. 


GENERAL: It is becoming. increasingly apparent that more 
thought must be given to the ancillary development of. muricipalities, 
particularly with respect to shopping centers and public amenities. 
Plans are under way to obtain G.0O. Engineering assistance in this 
respect. 


A general tightening of administrative procedures is currently 
being instituted as a result of the review being made by ne) Sead sees 
group of all Home Ownership activities. 


A group of: Home Ownership. ee visited Riyadh to examine - 
the use of meters to control and charge for water. It was found that 
about 10,000 subscribers will soon pay for water on the basis of usage 
as determined by meters. Naintenancelon. meters has been a negligible 
factor in'Riyadh. The quality of watér there is much better than in © 
this area: G.O. Engineering is assisting in developing a source for / 
the most economical meter that could be used by Municipalities that 
may take over water systems installed by the Company. 
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SUBJECT: Ae a 7 
ARAMCO's Abortive Attempts to Saratiten Toy Deal rs tan y "dot A A 


- ARAMCO has been forced to act as a toy merchant for its employees each Christmas. | 
Because the stores in Al Khobar carry very limited stocks of toys the oil company must 
set up its own toy shop to meet the Christmas mtemand. In accord-with its policy to 
get out of merchandising and get back into the oil business ARAMCO has tried to 
interest Saudi merchants in taking over this Sac oui So far ARAMCO's attempts have 
been abortive. 


In 1956 the oil company first tried to pass the toy business on to the merchants - 

of Al Khobar, At that time the Saudi business men said that they would be very happy 0) 

to take on this line of goods. During the fall of 1956 a check was made to see how }P 
the stores had prepared for the Christmas rush. ARAMCO discovered that none of the § 

shops had laid in an extra supply of toys, but that they had boosted the prices Nn 

outrageously. The oil company had to rush in several planeloads of toys for its oO 

people, which were ana in the ‘company store. oO 

Oi 

Pian” 


The next two years (1987, 1958) ARAMCO made no effort to reopen the toy issue. 
It sold the items at cost plus transportation and handling charges, which was abreak Ol 
for the employees as prices are lower than in retail stores in Germany. This year 1 
another attempt was made to bring the Saudi merchants into the market. Three of the N 
largest stores in Al Khobar agreed to stock toys to meet the Christmas wemand, and 
said they would keep the prices at a reasonable level. - The merchants, however, changegy 
their minds, but did not inform ARAMCO, It was not until a German toy salesman 
reported that he had been unable to get any substantial orders in Al Khobar that the 
oil company. found out that once again they would have to act as Santa Claus's middleman. 
This year ARAMCO will carry 90 percent of the toys it did last year, the other 
10 percent will the made up of items that are stocked in Al Khobar, , ‘f 
The merchants have several valid arguments in not getting too deeply involved in 
the toy trade. As yet there is no real local market for toys other than with ARAMCO, 
‘The Saudis do not buy many phaythings for their children. There is also the danger 
that a large supply of dolls (a necessity for Christmas trade) could get the store in Aipos: 
trouble with customs and with the local religious leaders. Dolls are considered graven 
images, and while the community is getting more sophisticated a suddegeinf 2" io 
idolatrous objects could arouse the religious interests. wa 
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; A final argument against investing in toys is that there can be a turnover ' | 
n stock only once a year as contrasted to a much more rapid turnover in adult gift 
items. 


ARAMCO's development program is making good progress, but unless the company 


. can convince a’ merchant that he will make several hundred percent profit on a 


particular line of no with no risk involved the man will not touch ite 


Chas 


Charles S.. Kennedy 
Anerican v: RE 
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SUBJECT: Saudi Members Participate in Aramco Board Meeting 2 


| Two officials of the Saudi Arabian Government, 
Hafiz Wahbah and Abdallah Tariki, were recently 
appointed to the Board of Directors of Aramco- Although 
the company believes there is no legal basis for the 
appointments, they have been accepted in good grace. 
Having two skc officials in the inner sanctum poses a 
problem’in the discussion by the Board of conflict of 
interest questions. This has been solved for the present 
by the creation of a. Committee on Agreements and Negot- 
dations which excludes the SAG members. The meetings in 
San Francisco, attended by the Saudis, were routine and 
enabled the Board to assimulate the new members without 
attendant contraversial problems.. 


I. Background 
' In its evening broadcast on 25 April “1959, Radio Mecca moun 
the appointment of HE Ustadh ‘Abdallah Tariki and HE Shaikh Hafiz 
Wahbah as members of the Board of Directors of the Arabian American 
Oil Company (Aramco) in accordance with an earlier agreement. On April 
30 Aramco received official notification in a letter from SAG dated 
of Fi 28 and signed by HE Shaikh ‘Abdallah ibn TACMBDs Deputy Minister 
of Finance. 


6S7-9/eSgz°y9RaE 


y The legal section in Aramco was quick to point out to management 
that there was no "agreement" nor was there anything in the concession 
which required the.company to have Saudi directors. The issue first 
arose during SAG-Aramco discussions in 1952 when SAG asked that three 
Saudis be appointed to the Board, or if a lesser number were appointed, 
“the Saudis should have a voting streng ‘ “a 50 o/o. Aramco countered 


with an offer of two places on thes 

erve to its shareholders the right to,makée’@écisions on and ‘have infor~, 

mation about: 1) reserves, 2) dividends, 3) capital reinvestment, and 

4) matters under negotiation with gees The Saudis then reasserted > 

their original request and the eaytig tigns depend without result 2 

(Summary of Discussions and Goneleet eee in Statement ,.13 February. 
| aePers According to one officer ot oe "legal section, this ould 
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v 
have been the end of the question of Saudi Board members but from 
time to time SAG referred to the positions as unfilled and the 
"company didn't have the guts to tell them there were no jobs." 


In spite of the legal position, management decided it would 
be impolitic to refuse the Saudi appointments: and Aramco President 
Norman Hardy wrote Ibn 'Adwan a courteous letter of acceptance and 
sent letters to Wahbah and Tariki on May 4 welcoming them as 
members of the’ Board and inviting them to attend the meeting of 
the Board of Directors in San Francisco on May 20. 


II. Problems Created by the Appointments. 


Although Aramco's official and public position is that the 
Saudi members of the Board are most welcome, management recognizes 
that their appointment poses many problems for the future. In the 
first place, when the original offer was made, it did not occur to 
the company that the Saudi Board members would be government 
officials and "particularly not that Tariki would be one of them." 
It is conceeded that Tariki is at least knowledgable about oil and 
that Wahbah, as a respected- elder statesman, will act as the Saudi 
balance wheel, but placing persons on the Board who will later . 
represent SAG in negotiations is a novel departure in company 
management. It will be manifestly impossible to discuss company 
policy in conflict of interest cases before the Saudi directors and 
then turn around and negotiate with them on the matters discussed. 
There is also worry that: Tariki-will use his position on the inside 
of the company to advance SAG policy and that he will use the Board 
as a forum. As a director he can introduce any item into the agenda 
of Board meetings. ge _ 


III. Solutions Considered. 


Company lawyers spent weeké on the problems raised by the 
appointments. A complete transfer of power to the Executive Committee 
Excom) was considered but rejected as too transparent. Also, — 
Tariki had earlier accused the company of offering positions on the 
Board’ and then changing the focus of power to the Excom. A system 
of referring conflict’ of interest problems to the shareholders was 
discussed but rejected as cumbersome. 


It was finally decided to form a "Committee on Agreements and 
Negotiations with the Saudi Arabian Government" to be made up of 
four members representing the four owners, the Vice. Bresident in 
Charge of Relations, and presided over by the President of the 
company. To this committee would be referred all conflict of int- 
erest questions and all materials and information concerning them. 





IV. Meet of the Board of Directors. 
The Board of Directors met in San Francisco on May 20, 1959 in 
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what was described as a routine meeting. Wahbah and Tariki were 
present and were formally elected members of the Board. Prior to 
the meeting they were given copies of the agenda and briefed on ~ 
the background of various items. Tariki was initially disappointed 
at the lack of substantive items to be placed before the members 
and commented that he had come a long way for nothing. 


The Saudi members attended all the business sessions of the 
Board and many of its social gatherings. They gave affirmative 
votes, with the other members, on all questions presented for vote 
except three points concerning the establishment of the "Committee 
on Agreements and Negotiations." On these thet abstained because 
they had no instructions from SAG. 


At a current affairs session Wahbah gave a pessimistic evaluat- 
ion of the situation in Iraq and Tariki reported on the Cairo oil 
congress and exhibition, which he thought good. He hoped for a 
congress every year with an exhibit every four or five years. He 
criticized Aramco for failing to seize ath BE oro waNg to -justify 
the position of western oil companies in the Middle Hast. He noted 
that the company presented such papers as one.on corrosion in which 
no one is interested but failed to tell the congress why 50-50 was 
good for the Arabs. At this point Vice President Robert Brougham 
said that when one is about to jump into the ocean it is wise to 

reflect on whether one can swim. In g-later session Tariki spoke 
with rea] feeling on the regret SAG felt at the retirement of Fred 
A- Davied. Tariki asked that his remarks be included in the minutes. © 


COMMENT: Though the SaniFrancéisco meeting went. very well, Aramco 
management is aware of the potential problems presented 
by having two able officials of the Saudi Government on its 
board. When first faced with 'the problem President Norman Hardy 
commented that it was"going to be a hell of a lot of fun getting 
this show on the road!" That the first meeting was routine was 
probably to the advantage of the company. The Saudi members 
were worked in to the group during the unusual social activity 
concomitant with Mr. Dafies retirement. They were able to evaluate 
their fellow members and find that "they are not just men running . 
. their hands through their dividends." : ° 


The next meeting of the Board will be held in Dhahran in 


October. It will be concerned with programmin oo 
etc. 

, fy (urs 
ce Jidda Ralph\|K. Lewis | 
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SUBJECT: New Aramco President Sees Initial Call on Crown Pinas flv? TofS 


ag aoe 
- Mr. Thomas C. ——n the newly elected President of the Arabi 
American Oil Company (Aramco) , accompanied by the acting chief of 

the Government Relations Organization, Robert Henry, flew to Riyadh 
May 31, 1959 in hopes of seeing both the King and the Crown Prince. 
They spent about five minutes in a purely formal call on the King 

and arranged an appointment for the next day with Prince Faisal. 


When the appointment with the Crown Prince finally materialized, 
Barger presented hims elf as the new President of the company and 
initiated the conversation by saying that. Aramco was happy to have 

the two-new Saudi representatives on the Board of Directors and that 
their presence would help stabalize SAG-company relations. Faisal 


objectedathat "stabalize" was not the right word and Sueeonves. oh that: 
the ef of the new directors would be to familarize amco and 
SAG with~’one another. 


Barger then told Faisal that in the past there were some areas 
of information which the company had held as strictly confidential, 
e.g-, reserves, dividends, capital reinvestment, and matters bearing 
‘on conflict of interest cases. After much thought it had been 
decided to make SAG privy, through the Saudi directors, to all these 
matters save problems to be negotiated with SAG. The grown Prince 
replied that there were actually no real problems between the two - 
that respect for the rights of one another erased all problems. 
However, he continued, in a long life together differences of opinon 
may arise - even in a ” family - even between brothers. Here Faisal 
paused and beamed at his listeners then said that such differences _ 
can be adjusted. 


. Barger.then told the Cro | that the new Chairman of the 
Board, Norman Hardy, had rema Zork to work out .some 
solution to the Sidon price differ al question. Faisag said that 
SAG had the right to ask for what it had asked or the reqne 


not have been made. If the can show ‘ag governmert ‘@me 
was mistaken, then the Lee 19° Fs Shane: wn. Barger yepage 
that since ska and the company each chicane itself in th@rm® 
WAYBIWEMT 6 w 
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another ground on which to negotiate must be found. He said that 
he did not want to be misunderstood - the company cannot accept 
the claim as presented by SAG and no negotiation of the claim is 
possible on the SAG terms. Thus, Hardy is trying to find a means 
of resolving ‘the problem in another way. The Crown Prince said 
that there is always a way if one is of good heart. 


- Faisal ended the conversation by saying that he had been 
interested in the press attack on SAG, the company and the Depart- 
ment of State which had stemmed from a case brought by "Zionists" 
in New York. and that he had had the essance of a Washington Post 
article (which Congen has not seen) sent to him.by the Saudi 
ambassador. The Crown Prince went on to say taht in five years 
there would be no Zionist problem. By this he did not mean. only in 
the Middle East where time would take care of Israel - rather he 
meant in the United States which was at last awakening to the 
damaf#e done by Zionism. “e ended by saying that if the USG attacked 
the problem with spirit there would be no problem. . 
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SUBJECT: ARAMCO and the Saudi Labor Office i eae” 23) 


The Arabian American Oil Company taeaiciy has. had ‘aifticulty dealing wid 
the Saudi Labor Office in Damman. In order to avoid arbitrary rulings on the, 
part of the Labor Office, the company has drawn up a set of interpretations ©» “y 
of the present labor law which pertain to the right. to discharge workers, These’ 
interpretations are now before the Council of Ministers, If they are accepted.” 
ARAMCO's dealings with the Labor Office will be markedly Amproveds 


. Relations have ‘been very poor for. some tire between ARAMCO ‘and the Labor 
Office. -The head of the Labor Office, AMIR TURKI UTISHAN holds business dis- 
cussions in a room open to’the public, This means that everything he says 
is designed for popular consumption and very little! is accomplished,. According . 
to a-member of the Labor Relations staff, AREMCO, Win aati sicad usually end up 
with name calling and lost tempers. 


In labor disputes ARAMCO. can appeal over the Labor Office's head to the 
Royal Commission witich also sits in Damman.. Supposedly the Commission represents. 
the Central Government more than the Labor Office, but in fact the men who are | 
on the Commission as well as the staff of the Labor Office owe. “primary alleg&ance 
to Amir Saud ibn spies the Amir has not given ARAMCO much satisfaction in 


labor casese pin 8 


6s | eevee a 


Things have improved from ARAMCOts standpoint in the last year’ as they. 
have won the right to appeal casés up to the Council of Ministers. In the last 
year they have won 6 out of 7 cases which were appealed over the head of. the | 
Royal Commission. This has meant that the Commission has taken a more moderate 
course in its decisions since its tough policy has not had the atts ig of the 
Central Goverment. 


One of- eh main sources of conflict between ARAMCO and the Labor Office 
is over discharging and disciplining Saudi workers. Under the Labor and 
Workman. Regulations issued by thegiay mnment on October 10, 197 there 
-are two articles which pertain to the” bed Cet re 
They are: ove 


"Art 15. Every employe 
up the following regulations: 
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2) Regulations providing penalties, The regulations: Si is 
penalties must be approved. by the Government. 


° 16. The. employer may cancel ata contract witha bonus or previous 
nutdce to the workment in the following cases: 


ae ‘if it is proved that the works EenoE tad to fraud to obtain the | 
jobe wi 9 


be If the employee was ‘enployed- on- sata and scenresed within 
three: months because he did not demonstrate during the probation period. that 
he would give satisfaction to the employer. 


ce If the workman deliberately, acts or - fails to act with the intention 
of causing material loss to the employér, provided the employer notifies the 
Government: representative in the area within Ceenbyg ours hours of his learning 
of the occurences 


« de If it is proved that, in spite of a written warning: to the ee é 
that he mee follow the instructions regarding safety of work and workmen, which 
have been posted by the employer in a conspicuous place, -the workman continues 
to disobey these instructions--ppovided the: employer notifies the Government 
representative in the area of the workman's continued violation of these instructions. 


e. If the workman is sheent, sithouk’ a legitimate exucse, "for more A 
than fifteen days in one year or more than seven days Soneee es acrer* 


f.: If the workman eaves the hospital or any place opababed for his 
treatment. without permission.’ The workman's right to compensation, however, 
in accordance with the provisions of these Regulations for ane anc come 
Peers veins shall not be impaired. 


ge If itis proved that the workman has revealed industrial’ or _ 
- commercial secrets connected withhis work. 


ieee 
tees : 
ee 


he If it is proved that the workman has committed a dishonorable, 


, seme or improper act, 


i. If the workman commits an agressive ett against his employer or 
any of his superiors during work or because of the worke 


Under Art. 15 ARAMCO drew up a list of 15 infrections and the penalties 
to be levied under each one. This list was approved by the Minister of Finance 
in 1950. ARAMCO's general policy was to give a worker a warning for an infraction 
then a second. warning. which included. three days off without pay, a third warning 
with 7 days off without pay and a fourth warning which ‘brought ‘discharge. 


The Labor Office has objected to ARAMCO! s disciplinary procedure since 
it allowed the company to discharge an employee without benefits for actions 
_ not 141¢Bed in Article 16. For example Art. 16 makes no reference to being late 
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to work, however, under ARAMCO's rules a man late four times could be cose 
without severence benefits. p 

In order to mollify the. Labor office, ARAMCO stopped the system of giving. 
aman time off without pay for second and third warnings. The Labor Office 
was not impressed and appealed to the Council of Ministers. The ruling came 
back that the Labor Office was correct and that’ the company could only i ll 
a worker’ without ao i if his infraction was listed under Art. 16. 


__»«. For over a year and a half the Labor. Relations Office of ARAMCO has been 

fighting with the Saudi Labor Office, Damman over a new list of dis ciplinary 

_ regulations. Article 16 is so vague that some agreement has to be reached’ over 
the meaning! of each section, The Labor Office has consistantly taken an anti- 
ARAMCO interpretation of the law. For example Section (e) provides that if _ 
a worker is absent for over fifteen days in one year without a‘ legitimate excuse | 
he can be discharged without. benefits. The Labor Office, according to ARAMCO, 
will take any excuse as being bas acute 


tn an effort bas /remove ihe company from the capricious decisions of the 

Labo Office, ARAMCO has drawn up interpretations of certain sections of the 

Labor Law. These interpretations spell out what is meant by "committing a dis- 
-honorable, immoral or improper act", "legitimate excuse", and other vague phrases. 

' An example is that iff a worker brings | a charge against iis supervisor, ‘Claiming 
that the American had insulted a Saudi, and if the worker does not win the case, 
then he carr be discharged without: benefits ‘because he has committed a "dishonorable 
act", At present the company “has: to ‘take the worker backs 


The company also has asked that it-be made clear that it has the right 
to discharge any worker under Articles 12 and 13 just as long as all severence 
berrmefits are paid. The Labor Office has not accepted this contention and ae 
has been much arguement over this point. | 


The Ministry of Finance. has approved Aramco's interpretations and they 
have been submitted to the Council of Ministers. Aramco hopes to hear the results 
in the next few months » and is optimistic about the SUCCES « 


COMMENT: ARAMCO's proposals are generally fair, and are designed to give 
them. the power to fire trouble makers and to bring about better discipline by 


letting the workers know where they stand, instead of being dependent upon the. 
-whims of the Labor Office, If the interpretations are approved ARAMCO will have 


if effect rewritten parts of the Labor Law. 
CHARLES Che Sr KENNED. 5 i 
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| The Soviet tanker CHKALOV ‘took on a load of crude oil at ‘the Ras Tanura 
Refinery of Aramco on May 21. The oil was destined for Egypt. 


This ship was first Soviet tanker known ‘to have used the Ras Tanura fac- 


7 


ilities. The tanker arrived off Ras Tanura on May 17. It had not beén nominated 


‘by one of Aramco's. off takers and so-could not.be allowed to take.on oil. ‘One 


day later*Esso cabled Aramco nominating. the ship. Clearance had to be obtained 


from the Saudi Government, ‘which was forthcoming on May 19, The*tanker docked 
. on May 21, and took on 83,765 barrels. of crude ow an unspecified amount of 
fuel oil and 50 ‘tons of water, 


‘The ship has a gross tonnage of 8,229. Its last port of call.was Singapore, 


however, it was said to have lain off. Buwait,. but had not communicated with 
the port facilities. The tanker's next. port of call was to be Alexandria/Suez 
The tanker -belongs to the Black Sea Steamship une, » NORFLOT, Odessa. The 
captain's name is A. Maslov. : 
Because of the captain's poor understanding of English he misunderstood 
the pilot and nearly rammed the pier at Ras Tanura when docking. Although the 
Saudis invited the crew to use the Seamen's Club at the port, none were 
allowed ashore. One group did come on the dock to load some supplies, ,they 
were accompanied by. what a, ppeared to be the ship's Security Officer, who 
watched them, and had been .beside the daptain during all foreign contacts. 


An American employee of Aramco, one of the petroleum engineers, gave some crew 


members a few American records, but these were shortly returned. 
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Enclosed herewith is the oil export summary of ARAMCO for 1958. 
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REFINED PRODUCTS. ‘Total Crude 011 








TOTAL AFRICA AND ASIA 


“OUNTRY Total All Crude Gasoline ~ rosene and Jet Fuel Diesel O11 = : = 
[= Sa se Fuel 011 * Total-Refined Pr ’ 
iw Barrels __Amount ____ Barrels —— —_——-5 Barrels Amount Barrels Amount : ae eee See ae Eres 
Belgium 6,218,653 $12,797, : P - . 
Denmark 218,653 $12,797,192 3,783,873 $ 7,786,726 10,002,526 $20,583,918 - * +< - » * 284,943 $ 929,056 - - 284,943 $ 929,056 10,287,469 $21,512,974 
France 17,471,548 35,954,209 10,297,449 21,190,831 27,768,997 57,145,040 = = = : = 451,067 888,663 451,067 888 ,663 451,067 888 ,663 
ae 15,598,41 32,099,538 2,529,872 5,206,153. 18,128,286 37,305,691 - - - ‘ 350 706 ; 5 : = 1768,99T 57,145,040 
“ - - 1,626,508 2,935,563 1,826,504 2,935,563 - ; ; = me Ne Se SS Oe ae as 
Italy 30319, 78 62,394,150 13,678,024 28,187,622 43,997,768 90,541,772 - - - : 7 : 910,327 1,793,466 910,327 1,193,466 £39 sincton 
Netherlands 912.271 8,372 17;: - ra a = ba = a s , 541,772 
Portugal gy . {2,29 17,200,769 17,076,398 35,141,090 157,260 S99 > : 371,176 1,210,219 733,904 1,445,889 1,262,340 3,217,071 18,338,738 38,358,111 
Seen 11,586,887 23,844,330 6,194,831 12,748,169 17,781,718 36,592,499 . - ‘ ee ee: ss TayhT ., "236,116 "385,709 'K69) 
1,712,515 35245137 a 1813,530 3,732,012 3,526,045 7,256, 1 i E z . 206 , 645 407,118 206,645 407,118 17,988,363 34,999,617 
a xis ; 146,512 52,6 216,245 697,20 554,883 1,899,196 WS, TOG -978,508 1 O51, 591 2,787,718 4,577,636 10,043,927 
United Kingdom 2 1 86,51 2,439 10,2 aan 2,748,180 149, 4 ealen its ae at 
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ARABIAN AMERICAN OTL COMPANY =e 
* 
- DHABRAN , SAUDI_ARABIA 
REPORT OF CRUDE OIL AND REFINED PRODUCTS EXPORTED 


Pa ee td 


OIL EXPORT SUMNARY 





OIL EXPORT SUMMARY 
. YEAR_1958 . _ Page 2 of 2 
: REFINED PRODUCTS _> Total Crude 011 
Gasoline Kerosene and Jet Fuel Diesel Oi1 Fuel Oil Total Refined Products _and Refined Products 
COUNTRY, Barrels Amount Barrels Amount Barrels. Amount Barrels Amount Barrels Amount Barrels ‘Amount. 


Totals Brought Forward 4,289,985 $ 8,830,914 106,179,146$218,012,092 110,469,131$226,843,006 3,623,791 $12,926,447 3,932,734 $12,680,243 5,513,372 $17,976,345 6,547,392 $12,899,240 19,617,289 $ 56,482,275 130,086,420$283, 325,281 


. 








= - = - - - - = = - 95,258 310,589 | 174,717 3hh,216 © 269,9T5°$ 654,805 269,975$ 654,805 
- = - = = = 940,200 3,087,780 9,791,364 19,439, 5676 rae 564 22 eT? 1456 10,731,564 22, pity 4 
2 e . = : 2, 262,724 8,071,376 3,890,569 12, 54,291 3,557,208 _11,598,274 6,675,961 13,152,535 16,386,462 __451366,480 _16, 386, 462 45,366 1 
ya See - ae 2,262,724 $ 8,071,376 3,890,569 $12,544,291 4,592,666 $14,996,643 16,642, 0h2 $32,936,431 27,388,001 $ 68,548,741 27,388,001 $68, 548,741 
RSG MeN SIAL LO Ha a ee Ha A 60,046, 3408772, 153,117 
Less Marketing Expenses 4 18,640,880 


Net Revenue ‘ $753,512.23 


April 2h, 1959 
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Action = - Control: 11193 -- 

ec’'d: = June 16351959 
NEA FROM: Jidda ‘ “re ae 
Info : . 3:40 es a 

TO: Secretary of State 
oa NO: . 1031, June 15, noon. 
} 


nN SENT DEPARTMENT 1031, REPEATED INFORMATION DHAHRAN N338. 
cra ARAMCO Jidda — re informs two geologists frou 
Italian state-operated ENI chartered small eg and 
PMR iv exe) trucks for preliminary invest{j xe 
A ion area. Director Petroleum Affa 
sche di led atop Rome on return trip from US and AEAHCO 
‘representative speculates may weet with Enrico Mattae of ENI 
discuss concession terms. 
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suBsect: | ARAMCO adds Alkylation Plant at Ras Tanura Refinery pe ae ae 2 

FA FF sD Aly is 

: ha ok 7] 

Coet 0 é F: © \ 

| The Arabian American Oil Company will begin test runs on its new $7,000,000 | 
Alkylation Plant at the end of June. This project, at the Ras Tanura Refinery 
“was started in July 1958. 


The plant will manufacture avation gas. The alkylate produced will be 
blended into to two grades of aviation gasoline, 100/130 octane and 115/15 
octane. The feed stock for manufacturing the alkylate will be supplied from 
gas that was formally used as fuel gas in the refinery. An aviation gasoline 
test engine unit has been added to the Ras Tanura Octane Laboragory which — 
will be used to see that the blended gasoline meets required specifications. 


The process design was done by M. W. Kellogg Co. More than 80 ‘percent 
of the equipment was bought outside of the United States. 


This project will allow aviation gasoline to be manufactured for the 
first time in Saudi Arabia. ‘The plant will be capable of. producing 1,200 
barrels ver day of high octane alkylate for blending with straight run and 
reformed gasolines to make about 2,000 barrels of aviation gas daily. This 
should take care of all of Saudi Arabia's requirements and leave some for 


exporte 
‘Charles S. Sk 4 


American Vice Consul 
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SUBJECT: 


= 


ARAMCO'S STATISTICAL DATA POR THE: HONTH OF APRIL 1959. 
Transmitted herewith are three: ‘Gy copies of Aranca! s Statistical 
Data for the month of April 1959. . ; 


| This infometion was given to the Consulate Optimal: with the unger: 
rea that it would not be mace sche : 
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Charles S. Kennedy N 

_ American Vice Consul — Oo 

(3) copies of Aramco ~~ 
Statistical Data for 0) 

the Month of ‘April, 1959 « t 
yy 

y 
BEVVCH 
CALBEML BECOUR? 

rhaAN Ane xi ON. QO. 

20-W A* Oh 3 -x pe 

> 





31-H 


Action Control “Ww 
: ; Rec'd: 13195 
AA 
ee FROM: JIDDA 8 {54 AM- i 001 
ae 10: Secretary of State ™ - 4 r= (UN 
SS ‘ 8 | . | ee oe / 
SP NO: 1, JULY 1,°S AM Tig 
C | ae 
ae ; SENT DEPARTMENT 1, REPEATED INFORMAT 1 ON LONDON, ea onal Na. 
: ARAMCO BOARD CHAIRMAN. HARDY, ACCOMPANIED BY JIDBA REPRESENTATIVE 
CYPHER, BRIEFED ME YESTERDAY FOLLOWING MEETING WNTH PRINCE 
DCL-C. 
FAISAL. 
Ree (1) COMPANY. DUE. RELINQUISH 33, 900 SQUARE MILLES- CONCESSION : 


JULY 21, 1960. HARDY. INFORMED. FAISAL ARAMCO PREPARED RELIN- 
QU:ISH 62, 000 SQUARE MILES. EXPLAINED TO ME THIS POLICY DECISION 
IS "GOOD WILL" EFFORT REST ASSIST BOUNDARY ‘SETTLEMENT WITH 


” . UKG. 


(2) PRESENTED: LETTER FAISAL OFFERING SAG . RELINQUISHMENT 
PROPOSALS. ALL OPTIONS CONTINGENT: UPON BOUNDARY SETTLEMENT 
UKG WHICH HARDY EMPHASIZED WAS: NOT CONCERN COMPANY BUT MATTER 
POL SETTLEMENT BETWEEN SAG “AND UKG. WHEN HARDY. PRESENTED 
OPTIONS DIRECTOR PETROLEUM AFFAIRS, TARIKI, APRIL 1, 1959, 
TARIKI NONGOMMITTAL AS REPORTED EMBTEL 842. HARDY IMPRESSED 
FAISAL'S EVIDENT INTEREST IN EXPLANATION ARAMCO PROPOSALS 
WHICH HARDY GAVE. WITH AID. OF MAP SHOWING SEVERAL POSSIBLE 


eo LINES. 








(3) HARDY INFORMED FAISAL SAG HAD-NOT. REPLIED COMPANY PROPOSAL 


JARBITRATION. TARIKI INFLEXIBLE PAST DISCUSSIONS CONTENDING 
AG SHOULD ACCEPT NOTHING LESS THAN ORIGINAL SAG Sach 
ACOMPANY BELIEVES ITS COMPROMISE OFFER (EMBASSY DES 55> 
AUGUST 8, 1958) REASONABLE BUT REALIZES FIXED POSIT ONS 
ITHER SIDE CAN ONLY RESULT ARBITRATION. FAISAL. SASS & 
)PPOSED TO ARBITRATION AND ALTHOUGH DID NOT KNOW DE 















(ENT COULD -BE FOUND". SUGGESTED HARDY GO OVER DETAILS CLAIM 
ITH TARIKI AGAIN KEEPING IN MIND TIMES HAVE CHANGED THIS PAR 
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PETTLE SIDON CLAIM AND COMPANY DESIRED SETTLEMENT DISPUTE WITHOUT = 





SECRET 
-2- 1, JULY 1, 8 AM, FROM JIDDA 
OF WORLD. CYPHER SPECULATED THIS REMARK FAISAL REFERS SHIFT 


FROM ABSOLUTE RULE ABDUL AZIZ TO GROUP DECISIONS COUNCIL.” 
MINISTERS ' AND NECESSITY SAG CONSIDER DOMESTIC AND MIDEASTERN 


PUBL IC OPINION IN RELATIONS WITH ARAMCO.: HARDY MENTIONED SIDON > 


CLAIM TARIK!I, “JUST BACK FROM US, DURING BRIEF COURTESY CALL 
YESTERDAY URGING FRESH LOOK SIDON CLAIM IMMEDIATE FUTURE. 
HARDY HOPES FAISAL WILL "NUDGE" TARIK1 TO ADOPT MORE FLEXIBLE 
ATTITUDE « 4 


(4) HARDY COMMENDED PERFORMANCE HAF IZ WAHBA AND TARIKI ARAMCO 
BOARD MEETINGS SAN FRANCISCO. -FAISAL, WITH SOME FEELING, 
REPLIED "PLEASED HE AR YOU SAY THAT". 

HARDY SAID FRANKLY HE AT LOSS APPRAISE FAISAL INTENTIONS 
‘SETTLE PROBLEMS WITHIN REASONABLE PERIOD ALTHOUGH FAISAL 
SEEMED FRIENDLY. EMBASSY BELIEVES ARAMCO DISCOURAGED LACK 
OF RAPPORT WITH SAG DURING RECENT MONTHS. AND FINDS TARIK| 
INCREASINGLY INFLEXIBLE IN HIS IDEAS 


HE ATH 


PAB: INK/23 
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Action Control: ¢ | 
NEA Ree’d: July 1; 1959 
ste FROM: 3idda - CORRECTED COPY 7:58 a.m. 4 
gg TO: Secretary of State. ii 
SP NO: 2, July 1, 8 a.m. 7 
Cc 
I 
ENR SENT DEPARTMENT 2; REPEATED INFORMATION BEIRUT 1, LONDON 2, 
“H DHAHRAN 2 
E 
IRC Embassy telegram 1 
DCLC 
CIA Chairman ARAMCO Board Norman Hardy confided yesterday he vn) 
was anxious return Dhahran make arrangements discuss with 00 
RMR Tapline President John Noble, now London, latest UAR demands 0; 
Tapline increased transit payments. I asked Hardy if Tapline > 
negotiations had come up in conversation with Faisal reported 7 
reference telegram. Hardy replied rs steered clear this topic N 
as did not have sufficient informatipn new UAR proposal and a 
Noble should be spokesman any event. He said that according to (y 
preliminary information UAR demands were too extreme, that if, mes 
and company had to grant equivalént raise to SAG and to N 
Jordan, Tapline would operate at a loss. In such a cage ARAMCO |! 
might ship by tanker from Ras Tanura and close Tapelihe dam. [= 
Z lp a 
MOW:PJD:DRJ/10 — 
> 
= E 
a2 
(co) 
4 Pty, + 
og tag, | 
oe UNLESS “UNCLASSIFIED” 
Sts, « REPRODUCTION FROM THIS 
——CONFIDENTTAL COPY 1S PROHIBITED. 
PE. F 
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CONFIDENTIAL No phew 59 
Rec'd: July 1, 1999/8 4 


FROM: Jidda | 7:58 a.m. f= Que 


TO: Secretary of State OM ap i 
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¢ 
ic 


FF 


“SENT DEPARTMENT 2; REPEATED INFORMETION BEIRUT 1, LONDON@2 , | 


DHAHRAN 2. he. 


4 x3 


6S1-L/eagz°veag (V) 


Embassy telegram 1. ~ 









\s“Zaturn Dhahran make arn@ments discuss with 
mt John Noble, now Lamon, (#) demands — 
% ed Hardy if Tapline 






come up in conversaf, : 
m. Hardy (#) clear t§dStoric* as did not 
“formation new UAR p: fal and Noble should 
cent.. He said that ¢ ing to preliminary 
ds were too extrem t if met and 


negotiatior ing he 
neu tem 










company had ee Pargsequivalent raise t@magaand to Jordan, 
Tapline would op@gate) at a loss. e ge ARAMCO 
ric ship by tam om.Ras Tanura an | Tapeline 
down. 
HEATH 
MOW: ALB/1 | ) 


(#) Omission. Correction to follow. 


*As received. Correction to follow. 
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THE DEPARTMENT OF STATE, WASHINGTON. - July 241959 





- Enclosed is an edited activity report of the Arab Development Department, ; 
Arabian American OIL Company, for May 1959. Statistical Charts on the Home 
Ownership Program have been deleted. 
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Charles G i 
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ARAB DEVELOPMENT DEPARTMENT 
May 1959 . i 
CONTRACT ACTIVITY SUMMARY . 





April payments to contractors amounted to SR 2,804,823, as com- 
pared with SR 3,213,533 in March, a decrease of 13%. An estimated 4,050 
contractors employees were engaged on an average of 261 -contracts held by 
101 contractors. The ratio of. amendments to active contracts was 1 to ll 
aS compared with 1 to 10 in previous period. 


During May, 18 of the 27 contracts completed or terminated were 
for fixed prices that closed for SR 4,120,706, or 2% above ‘their original 
value of SR 4,037,959. New. contract commitments amounted to SR 710,298, 
or about 53% below April 1959. “Vork-or releases totaled SR 246,357 
(not including Unit Price releases for Dha for a total of 102 indi- 
vidual releases. About 84% of the releases were valued. SR ise or less, 
while about 5% were running SR 10,000 or higher. 


Oontraat 
Value in 
Number of Contracts Saudi Riyals 
Area & rer Ls Compl. May 31, Est. Cont. New Amend 
Unit 1959 New Amended Term. _1959 Strength Contr. Added 
Abgaiq ' | 7 
District | 7 6 & [oa 270 — Sn 
“Constr. e ° 5 10°" 160,400. 2,376 
Total ae —— Ff + 33 1,080 T60,400 Seats 
Dhahran 
District 37. 0 1 1 26 560 7 a 
Constr. 35 8 fy 7 36 280 395,950 20,378 
Explor. 3. : (e) 0 3 630 = - 
Cther G.0.* _32 2 R 3 30 00 . 
Total 107 14 10 1 - 41 ries Teeteeg 20,370 
Ras Tanura 
District 32 : : 2 30 7 5s 
Constr. ge * ok e 10 00°. 10,100 
Total — 70 i] “y ~y 2 I 1LTO 57,500 10,100 
GRAND TOTAL 262 23 4 25 260 4.050 677,450 32,848 


* Jiddah contracting activity has been included in other G.0. category. 


aaa ADD Report For 
| -2- ___May - 1959 
General Activity . 


Recommended signature authority for work order releases 
against unit price contracts. Issued signature EEN of District 
Medical Directors for work order releases. 


Tapline contracting activity indicated 16 active contracts 
at the end-of May (an increase of 2) with payments during April 1959 
asa to SR 192,289. 

-New General Instruction 465.1C0-6 on contract estimating 
— aay contractor construction equipment was issued. - 


AGRICULTURAL ASSISTANCE 





The locust control work is no complete. The United 
Nations - Indian group has left Saudi Arabia. Infestation was high 
this. year - the usage of poison bait and dust was more than double 
last years'. However, a 99% kill vas effected from “Qaisumah to Hofuf. 
Only two.small fields in Hofuf were attacked. These swarms were | 
eliminated within 24 hours. . Hofuf officials have ie acai their — 
gratitude to the UN group and to Aramco. | —~ 


The: ‘Associated Consulting Engineers completed their field 
_vork on the date study and nov expect to have their report completed 
Dy July Ss “48 

.Preliminary estimates of Aramco's 1959 local ga 
purchases indicated an increase of 25,000 pounds (approx. 5%) over 
1958. The completion of packers’ commitments will Bi ate our 
agreements. 


The Arab Development Society project at Jericho, Jordan 
was inspected during the harvest of an experimental potato crop. 
Data was secured for yield computations and samples were shipped to 
Dhahran for cooking analysis. A Special report has been prepared. 


Discussions were held with the Eastern Province Director 
of Agriculture and an interested Saudi Arab merchant regarding the 
operation of the SAG date packing plant in Hofuf. 


. The first increment of the Qatir Drainage Project has been 
contracted by SAG, construction to berin in the cobs This work 
st 


consists of controling wells, dissing drains, and co ructing ditch 
crossings. 


ADD Report For 
“3 > . May _- 1959. 


TECHNICAL ASSISTANCE 


Al-Gosaibi Cold Storage - i'e have received information that Mr. 
Al-Gosa plans to build a cold storaze plant in Dammam and that he 
is associated with the American firm of TEG in Asmara, Eritrea, which 
will be in’ charge of constructing this plant for him. He has asked 
that we extend assistance to the American engineers and ae enaserere 
who will arrive soon to vork on the BEC IEGRs 


Al-Khobar ater and Sewer Systems ~ ACE has completed. the. final revi- 
sions to the reports, with the exception of two drawings, one for ‘ 
each report, which will be finished within the next two weeks. They 
“ill also complete the translations into English. 





“Al-Qahtani Warehouse ttnetundlet bnkal- = $e hive orevided all -dreaes 
for the installation of the air-conditioning equipment. . 


Associated Consulting 1 Engineers - ACE has obtained a Saudi Avett spon- 
sor and is proceeding: eaehine ction registration and contracts to place a. 


local office in operation. One of the partners is in Arabia to com- 
plete the arrangements. 


Dammam. Laundry - The study of lavndry prices has been completed and . 
distributed. . o4 
‘Date Study - ACE: has completed the field work on the Date Study. The ~ 
report will be prepared in Beirut. 

Detergent Manufacturing Plant - Mr. Marvin Campen has completed his 

t £tudy. He was not able to obtain 
all of the required data, and letters have been sent requesting 


additional information. His report is expected in approximately four 
weeks. 





Dhabiey - A loan was cuaranteed for Mr. Salem: Sager Dhabiey for pur- 
pose of constructing five employee houses in Rahaima. 


Dossary Hospital - No further progress has been reported regarding 
negotiations with the doctors on this project. Mr. Dossary has pur- 
chased a fin fan condenser from Aramco and will install it during 
the coming month. This condenser was necessary because the original 
cooling tower was Paadeaiatl ee 


General Contracting Comoany - NeSotiations are still underway for 
financial assistance to ace. ; : 


% ADD Report For 
- 4 - . May - 1959 


Hydrochloric Acid Plant - Discussions resarding this project indi- 
cated that the economics of making the chlorine needed for making 

the HCL were doubtful. he possibility of shipping chlorine into 

the country was examired further and this was also questionable 

from an economic point of view. A process for making hydrochloric 
acid by burning spent sulphuric acid with salt is now veing inves- 
tigated by Hassan Shabeeb ir Evrope. This appears to be the most 
feasible answer. to the problem. ‘hen the results of the European 
scnlaints citia ae are available we will continue work on the project. hd 


Integrated aside Company - The DPU engineers have selected a site 
ee the power hous . This has receiVed tentative approval. A 
etter has been sent to the Field AOC representative describing the 
Sa ey ge The design of the transmission lines is proceeding. A 
nati been e9 is being run. The American Consulate and the Air Field 
Ww een contacted ‘through Arameo as potential customers for a new 
ral, power company. _ 
Difficulties have — encountered. in proceeding with 
integration which are expected-to delay the merger of DESCO and 
KELCO by at least one month. 


Laundry (New). - Mr. Zain has received the report from the German 
rirm proposing equipment and a building for the new laundry. Com- 
ments were passed to him from Aramco indicating there should be some 
changes in the equipment and the building reduced in size. Further 


progress on this project depends on the Aramco action. taken regarding 
the laundry pricing study. 


Jubail Ice Plant - Plant has been put into operation arter® ‘correcting. 
several difficulties, and any future assistance will be handled 
through specific. requests. 


Linen Supply Service - Addullah iHatrood has fees siven the necessary 
data rrom ‘which to make a linen supply service proposal to Aramco. 
Ve are avaiting his making arrangements for laundry service before 
continuing with this project. 


Madinat-Aboaig Bakery -' Desicn is underway for the Madinat-Abgaiq — 
Bakery. 


Madinat-Adcaiq Power Compary - The question arose as to proper regis- 
tration of the Madinat-Abcaiq Power Company which nas delayed the 
contract. This shovld be completed in early June. 


National Gas Company - Snam Prosetti is continuing its study. 


ADD Report For 
.e e a 


National - ‘Paper Products Company - The financial assistance to ‘National 


Paper Products Company for expansion is complete. Drawings have been 
returned to DES for modifications. 


Power" for Dammam, Home Loan. Tract - In order to. expedite supply of 
power to Aramco employees in the Dammam Tract, Aramco is wakes 
arrangements to eile electrical material to DESCO. 


Printing Study - ‘Graham Associates have completed their field work. 
Report is due in maicaimelas June 30th, . 


Rahaima Power Company - GOE has advised that they will be able to 
handle only the technical: portion of the study this summer because P 
of the heavy vacation schedule in AOC. 


Rental of Domestic” Refrigerators - Information has been assembled 

or Jurfali Bros. to answer questions they had in connection with 
their proposal to supply and se lati domestic ha eli for 
Aramco. 


saihat Clinic -~ Drawings have been returned to DES for final modi- 
fications. . 


salt Mining Company - Mohammed Zahid requested assistance on a pro-~ 
posed projec or manufacturing salt. He was referred to an ACE 
engineer’ who was ae Arabia at the time for ones assistance. 

Saudi Cement Company - Completion | ofa 300-ton pee day plant dn Hofuf 
is still scheduled for Jaruary 196 1. , 

Skins and Hides - The draft report from’ ACE has been reviewed and 
comments: given to ACE for reorganizing the report. It has been 
decided to publish a small pamphlet regarding a simple process for 


preserving hides. This pamphlet will be for distribution primarily 
-in Al-Hasa Province. 


Tarut Water System --An inspection of-the tank location made on May 
25 revealed that the tank is not located in accordance with the plans 
supplied by this office. The installation was not suitable, inasmuch 
as some of the houses in the center of town would: be unable to obtain 
water. 


West Khobar Tract \ater tiell - A test was run which assured that there 


was adequate quantity of water available. 


a 


: ADD Report For 
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water ells te 


ells completed 4 
New sites located 6 
wells cemented 4 
Rigs in area ula 
Geochemical Samples ie 


HOME: OV'NERSH 

Fifty-nine loan plan houses were hietaes or purchased 
Guring May by our employees for a total of 283 such units during 
1959. The cumulative total to date is 1606 units. SURE RELY there 
are 332 units under construction. 


A general. over-all improvement in the pat tbe of construc- 
tion and design is evident. Contractors capable of, handling a larger 
construction program of better quality housing are being attracted 
to this type of vork. Also builders are being developed in Some: 
instances oy Aramco guaranteeing loans coupled with close guidance 
in the conduct of their business. Discontinuing loans for native 
type construction in outlying villages during 1959 has undoubtedly 
had a curtailing effect on. the number of units constructed or pur- 
chased. Nevertheless, we are justified in this action aS a measure 
to further upgrade quality. The peak construction level of the 
program is still some time off; the preparatory work being done this 
year will alldvw the trend to approach peak performance during 1960. 
Censidering the lag in electric power and other types of private and 
community development and the general adninisStrative’ strengthening 
measures underway, the Home Ownership Program is proceeding at a 
logical pace with an aim toward maximum production within the next 
two years. 


DAMMAM 


There has been no change in the status of our offer of a 
loan to be Dammam Municipality for a basic water system. 


Development work has started on the next incremental ex- 
pansion of the Dammam Tract to provide 105 residential lots complete 
with water and sewer Sy Shen at. Company expense. 


Negotiations are underway to loan to: the a Power 
Company certain distribution equipment required to make power avail- 
able to employee Loan Plan nouses in the Tract. This action was 
brought about by a petition from ’20 employees and subsequent inves- 
tigation revealing that the permanent power distribution equipment 
on order by DESCO wovld rot arrive until later in the year. 


4 


ADD Report For 
oF = May - 1959 
AL-KHOBAR | 


There has been no chanze in the status of the loan offers 
to the al-Khobar Ifunicipality toward basic water and sewer systems. 


The start of the construction of Loan Plan housing in the 
West al-Khobar Tract is the high lignt of the month. Interest in. 
the Tract by builders and ovr employees is noticeable. Several Loan 
Plan hovses are already scheduled for construction including one for 

a Senior Staff Saudi employee. 


RAHIMAH 


Although consideracle progress has been made toward 
ootaining clearance on land best suited for Rahimah expansion, it 
still appears to be necessary to start development during June ina 
less desirable area to the west ir order to prevent an interruption 
‘to the housing program. ; 


MADINAT ABGAIG 


It is sicnificant that thirteen (13) houses are under 
construction by non-employees on the land allocated for outsiders, 
with edditional starts contemplated. In contrast, Rahimah lard’ 
has been allocated to outsiders since 1954 with only a.few non- 
employees having constructed houses. 


The Madinat Aboaia Power Company has completed their 
Gistribution system in readiness to sell pase? aS Soon as the firm 
is appropriately registered. 


GENERAL 


Several studies are underway embracing non-residential 
features of city planning, with particular longs ranse attention to 
newer Municipalities. It is recognized that 2 balanced development 
is essential taking into account zoning, traffic flow, parking, 
civic centers, parks, schools and playgrounds, access roads, etc. 

The disposition and relationship to Community Development of vacated . 
Company dormitories immediately adjacert to Rahimah is being reviewed. 
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SUBJEST: 


ARAMCO RELINQUISHMENT PROPOSALS 


> 


met with Prince Faisal in ae and oat a isthe dated June_27 
(Enclosure I) offering three alternative relinquishment proposals, all contingent 
upon a boundary settlement with the United Kingdom. Mr. Hardy also gave Prince 
Faisal a copy of a letter to the Director General of Petroleum and Mineral Affairs 
dated June 27, 1959 (Enclosure II) expressing a willingness to relinquish 
immediately two parcels of 19,500 and 2,000 square miles in,satisfaction of 
Aramco's obligation, pursuant to an agreement of October }@% 198, to relinquish 
33,000 square miles on July 21, 1960. An-Aramco sketch ae outlining the two 


parcels is attached as Enclosure III. > 
In conversations with the reporting officer during the past two years 0) 

. Shaikh Abdullah Tariki, Director General of Petroleum and Mineral Affairs, a 
has frequently contended the Aramco ‘concession area is far too large and will na 
never be exploited fully by the company, primarily because the owners of © he 
Aramco cannot find markets for all the oil in the great pools in the concession Ol 
area. Shaikh Abdullah reiterated these views during a general discussion with nN 
the reporting officer on July 6, 1959 remarking that Aramco relinquishment O 
proposals are inadequate and ideally the company should be restricted to present ie 
fields of operation. Actually, Shaikh Abdullah continued, Aramco has a number _* 
of proven fields including Khurais, Manifa, Fadhili and Abu Hadriya "capped" ‘ 
because the owners of Aramco cannot market more crude oil. Granting of - 
concessions to other companies with marketing facilities would result in <= oe 
greater sales, as low cost Saudi Arabian crude oil will always be able to ™ Ol 
compete favorably in world markets, Shaikh Abdullah concluded. Lara e (0 

> Finding oil companies interested in securing petroleum concessions in ect So 
r® Saudi Arabia may not be as easy as Shaikh Abdullah implies. Two American "ois 


VY companies, Standard of id Conorado, discussed terms for a concession in - 

e Preferential Zone aroun “CéBital of Riyadh with Shaikh Abdullah during = 
e past year. These companies balked at the "integrated company" features ~ 
manded by Shaikh Abdullah which would have given the Saudi Arabian Government 
nagement participa dpjand A Puoe st tee through a11 phases of producing, 

| sia transporting and marketing crude oil. Shaikh Abdullah has publicly ' 











the off-shore Kuwait Newtgal Zone area, which contains the "integration" 


ae 4: 


atures he advocates, must & il the ‘model for all future concession agreementse 
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Western oil companies have demonstrated their aversion to this type of 
agreement and while it is possible that some oil company might agree to terms 
far more favorable than those of the Aramco concession, and possibly some of. 
Shaikh Abdullah's integrated company concepts, the fact remains that Saudi 
Arabia has already lost séveral years in opening-up the Preferential Zone and 
is likely to lose more time and income if Shaikh Abdullah persists in his 
insistence that the Japanese concession agreement be a model for all new 
concessions. Thus far Shaikh Abdullah appears to enjoy the confidence of 
Prince Faisal, but this sipport may well be withdrawn if a satisfactory 
agreement is not concluded for the Preferential Zone in a reasonable period, 
especially as the Government will receive a slightly lower income from Aramco 
in 1960 as a result of cuts in Persian Gulf crude oil posted pricese 
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Encl S$ 
I - letter dated June 27, 1959 to Prince Faisal 


II - Letter dated June 27, 1959 to Shaikh Abdullah Tariki 
III = Map . 
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cc: AmConGen DHAHRAN 
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“ ARAMCO | 
Dhahran, Saudi Arabia . 
27 June 1959 


RELINQUISHMENT 
Noe 6-9)))-59 ms 


HRH Amir Faisal ibn ‘Abd al-'Aziz Al Faisal Al Sa'ud 
Crown Prince of Saudi Arabia 
Riyadh, Saudi Arabia 


Your Royal Highness: 


We enclose herewith, for the information of Your Royal Highness, a copy 
of our letter Noe 6-9)3-59 of peas date to the Director General of Petroleum 
and Mineral Affairs. 


In order that there may be no si oedudamdlieettes we would be grateful if 
Your Royal Highness would note that the southwest parcel mentioned in the 
letter herewith includes some 8,000 square miles in dispute and claimed by 
the British in 1955 on behalf of Saudi Arabia's southerly neighbors. 


We take this’ opportunity to reaffirm our desire to be helpful in tne 
Government's search for a solution of its boundary problems. We discussed 
three alternatives with the Director General of Petroleum and Mineral Affairs 

in April of this year. We wish to confirm that these alternatives are still 
available in the event that. the Government concludes actual boundary settlements 
applying to all or portions of the areas at prepeey under dispute. These 
alternatives are: 


@e Negotiation. by, the Government of third party oil rights’ in 
areas at present in dispute and confirmed to be Saudi in boundary 
settlements, subject to an override payable to Aramco equal to one-eighth 
of Saudi Arabia's: gross income from.any grant so negotiated; income 
taxes would be payable to the Government by Aramco on the amounts of any 
such overrides. In such event Aramco would-relinquish its production 
rights in the area of any such grant without prejudice to its obligation 
to relinquish 33,000. square miles from the Exclusive Area in each of the 
years 1960, 19655 and 1970. 


be Relinquishment by Aramco of proauction rights in areas at 
present in dispute and confirmed to be Saudi in boundary settlements, 
in satisfaction of the relinquishment obligations ee in 1965 
and 19706 


ce Relinquishnent by Aramco of production rights in areas. at 
present in dispute and confirmed to be Saudi in boundary settlements, 
‘subject to credit on reLinquishnent obligations ROOE ARE in 1960, ae 
1965, and 1970. . | 
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If my offer es to the Director General of Petroleim and Mineral Affairs, | 
copy herewith, is:‘accepted, references in alternatives a. and ce. to the 
relinquishment obligation accruing in 1960 would not apply. 


If your Royal Highness has any questions, we await Your Royal diviiese! 
. convensences: 


Sincerely, 


/s/ Ne HARDY 


ares. SECRET ; 


g ; Latent Cree eT Pie of 
‘ SECRET | ee 


~ _Desp. No. 
(Classification) aiid ° faa 


ARAMCO - 
Dhahran, Saudi Arabia 
27 June 1959 


Noe 6-9),3-59 . _  RELINQUISHMENT 


Sayyid 'Abd Allah al-Hamud al-Tariki 

Director General of Petroleum & Mineral Affairs 
Ministry of Finance & National cad 

Jiddah, Saudi Arabia 


Dear Sirs 


On completion of this season's field work this month, the Company will 
have two parcels available for relinquishment in July 1960. «These parcels 
consist of some 19, 500 square miles in the northwest and west of longitude 


45° East, and some }\2,000 square miles in the southwest and south of latitude 
20° North. * 


We are prepared to relinquish these parcels now if the Government so 
wishes, and provided we are assured that the Government will accept such 
relinquishment in satisfaction of the Company 's obligation to’ relinquish 
33,000 square miles on July 21, 1960 pursuant to paragraph.6 of the Agreement 


of 10 October 19))8 between the Government and the Company We enclose sketch 
maps outlining the two papneins ; 


“We await the Government's “wishes. 


Sincerely, 


/s/ Ne HARDY 
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FROM : Amcongen, DHAHRAN 








TO : THE DEPARTMENT OF STATE, WASHINGTON. 





SUBJECT: ARAMCO ree to na Saudi Government, June oe 


| | 7 
knclosed is ‘a statement of payments by the Arabian American Oil Company — 


(GuAMCO) to the Saudi Arabian Government for the month of May, 1959. The 


figures were obtained from :.iAMCO and are official. 


% | oo 
: 00 
bf, S. fare ) 
Charles S. Kennedy o 
American Vice Consul iy 
Encl: SE. ons of Payments to re 
Saudi Arabian Government er in 
June 1959 ~N 
N 
cc: Amembassy, JIDDA ot 
= en 
Ol 
. (Oo 
Jae wr mM 
ae: > 
. wh Ce Zz = 
P =— raat aa 
ee BUW tL (saute ‘D> = 
CoE be, 2 Ag 
id . Zz. 







oo CSKennedy: amc : Le 59 


REPORTER 


ARABIAN AMURICAN OIL COMPANY PAYMENTS TO THE SAUDI ARAB GOVERNMENT JUNE 1959 


Net Crude Runs from Field Storage During’ Month of May 1959 (Tons) 


icy 


CONFIDENTIAL 


_— Enel. No. 
(Classification) Desp. No.— 
Fro: 


‘Gross. stunts Paid: 
yalty-- Crude 
Retroactive Company Incame Tax on 1956 and 1957 Income 
Company Income Tax on 1958 Income. 


Total Gross Amounts Paid 


Deductions from of baud | 
Pree ) Government Railroad Construction Costs 






Total 


Tneone. Tax: 


Deductions 


NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROM THE ARABIAN AMERICAN OIL COMPANY 


U. 5S. Dollars — 
Pounds Sterling 
_ French.Francs 


Distribution of Net Funds by Currencies 





$ 7,271,298 


2,579,88h 


175197, 646 ~ 


>. 500,000 








3 yl 130; 2110 
8,910,473 


NS ae. 






300150 


itxcludes sient of Custer, Duties, Licenses, Permits, Visas, Personal 
Income Taxes, and similar items. 


+] 


Amounts are stated herein in U. gS. Dollars or U. $s, Doller equivalents 
- per agreements. 
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ARAMCO STATISTICAL DATA 


| Enclosed is one copy of Aramco Statistical | Date for nonth of lay 1959. | 


SUBJECT: 






Charles S. Kennedy 
American Vice Consul 
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Year-to-date 
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161,801,645 
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feted" do not indicate wells listed as "Suspended" on Page 2) 
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oned ding Shut-In pleted 
_ Field in 1° (e Pas (4) Observation ction f. 
Abgaigq a dae a, Io 
Abu Hadriyah 0 0 2 1 0 1 4 0 4 
Al-"Alat -- 0 xe) oe 0 0 0 0. 1 
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i Page 2 of 2 
4%. Condition of Wells at End of . 1 Continued 
(a) Includes 3 product ; gas wells. 
{(b) Includes 2 a med gas wells. 
(c) Standing 011 well has o11 to surface but no surface facilities. 
(4) Shut-in of] well is not producing. 
(e) Dammam ‘well 43 (gas) is a temporarily suipended workover. 
(f) Well bore filled with mud. 
(g) Abqaiq well 2 will be produced intermittently as a gas cap test well. 
(A) Wells not completed: Field , 
Well Drilling Total Suspended 
Ghawar : 
"Ain Dar 66 _ < ~ 1 
‘Uthmaniyah 38 - - 1 
Haradh 4 - - 1 
Fazran 5 1 A. - 
Khurais 8 an 1 - 
Khursaniyah 8 1 1 -. 
Qatif 15 - ~ | 
Manifa 3 1 1 - 
| Total + + = 
5. Refined Products, Month of May 1959 (42-Gallon Barrels - Thousands) 
Ras Tanura Refinery: Input-Output 
Processed at Refinery : 
Production: Gasoline 
4 241 
285 
973 
2,513 
29 
MS Oils 211 
Losses or (Gains) ; 58 
Total 34000 
6. Stocks as of. 1, 1 42 Gallon Barrels - Thousands 
Refinery Products: 
Gasolines : 1,100 
Jet Fuel 280 
‘osenes 255 
Diesel Oils 1,348 
Fuel. Oils . 836 
Others (Including Unfinishéd Oils) : 
Subtotal »663 
Purchased Products: 
Aviation Gasoline 139 
lubrication Oils & Greases ), 
| : Total is 


General Accounting Department 
Analytical Division 
June 28, 1959 , : 


“« 


—: 


AR-729 
Month of May 1959 


Country: Saudi Arabia 


Barrels of 42 U.S. Gallons 





Imports Exports 
1. Crude O11 - _ 27,860,574 
2. Aviation Gasoline 2,551 : - 
3. Other Gasolines and Naphtha - 587,224 
4, Jet Fuel ‘ : - : 340 ,082 
5. Kerosene oo 360 ,569 
6. Distillate - 814,749 (a), 
7; Residual Fuel Oil a“ 2,734 ,811(h) 
8. Lubricating Oil and Grease 7,829 ate 
9. Asphalt | - 5 eal 
19. Miscellaneous . = RA bs ee 





11. TOTAL | | PGs 9a 104380 698; 


(a) Includes 72,917 Barrels Bunker Oil Laden. 
(b) ‘Includes 1,070,958 Barrels Bunker Oil Laden. 
12. ‘Transporting Companies: | 
Names of various Shipping Companies which Transported the Reported Above: 

Not Available | 


General Accounting Department 
Analytical Division 
June 27, 1959 
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ARABIAN AMERICAN OIL COMPANY 
REFINERY REPORT 


AR-728 
Month of May 1959 


Country: Saudi Arabia 


Barrels of 42 Y.8. Gallons 








; Stocks at 
Input-Output End of Month 
1. Processed at Refinery iti. 45999, 746 6,547 
2.. Natural Gasoline & Other een ee 
Light Products Qty. Not Determined ~ 
3. A. Purchased Oil Rerun = 
4, TOPAL INPUT 4,999,746 
5. Aviation Gasoline ~ - 
6. Other Gasolines 690, 186 1,099,966 
7. Jet Fuel | 241,129 280 ,293 
8. Kerosenes » 284 ,629 254 ,897 
9. Distillates 972,859 1,348,707 ° 
10. Residual Fuel Oil, 2,512,599 835,814 
11. Lubricating 011 = - 
12. Asphalt ) ; i 
13. Miscellaneous) 29,505 101,753 
14, Unfinished Oils Produced (Net) 210,844 742,144 
15. Losses or (Gains) —_ 57,995 -- 
16. TOTAL 7 | 4,999,746 4 670,101 
17. Daily Average Crude Oil Throughput Capacity 
of this Plant: 189,000 Barrels 
18. Fuel Consumption at Plant of Oils Reported Above: 
Residual Fuel Oi] © 36,123 Parrels 


Other Oils - Unfinished 270,400 Barrels 


General Accounting Department 
Analytical Division en 
June 27, 1959 


ARABIAN .AMERICAN OIL COMPANY 


CRUDE OIL REPORT 





AR-727 
Month of May 1959 
Country: Saudi Arabia 
Barrels of 
42 U.S. Gallons 
1. Stocks, First of Month 15,010,359 
2.. Production by Principal Fields: 
Abqaiq 7,993,258 
Dammam 1,021,277 
Ghawar 20,099,710 © 
Qatif 636,254 
Safaniya 2,862,172 
3. Total Crude Production 32,612,671 
4, Natural. Gasoline, etc., Mixed with Crude Qty. Not Determined 
5. Other Supply 7 a 
6. TOTAL . ' 47,623,030 
7. Processed at Refinery 4 999, 746 
8. -Pipeline Deliveries from Country 13,095,311 
9. Water Shipments of Crude from Country | 14,754,106 
10. Other Shipments . 52,081 is 
11. Fuel and Losses 28 ,475 
12. Stocks, End of Month 14 2 11 
13. TOTAL 47,623,030 


General Accounting Department 
Analytical Division 
June 27, 1959 





TELEGRAM Department of Sta ye 


FO ae 


58 
Action Classification Control : 11332 
Ree’d: JULY 17, 1959 
NEA 12:12 PM 
FROM: JIDDA 
Info 
Ss TO: Seoretary of State 
SP 
Cc NO: 31, JULY 17, 1 PM. 
1 
INR EMBTEL 2. 
H 
E ARAMCO REPRESENTATIVE JIDDA INFORMED ME TAPLINE PRESIDENT 
TRC) - JOHN’ NOBLE RETURNING CAIRO JULY 18 TO REQUEST UAR EXTEND TIME. 
DCLC- LIMIT FOR TAPLINE CONSIDERATION OF UAR DEMANDS INCREASED 
PAYMENTS FOR TRANSIT PRIVILEGES. 
CIA 
HEATH 
RMR 
PAB/RKF 
PERMANENT Classification 
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AIRGRAM = Department of State 


5653) SECRET 





s 
“eae 'PAGE___OF__ PAGES ¥ | 
lassification 
68 ee cate Sen. TUL 38, 1999 4s 300m § 
nfo Amer assy LUWur 
ss FROM: Rec’ d: : 2 i 5 
SP Secatate - dere & 
i TO: : RF 
10 NO: a) sii sa as i 
ia KET GFOs; Sioned obAéie a UeUieli, amembassy J1JuA GRULiN a ee 
FUR : 4 on) =i 
E" | . i 
DCLO, varing luncheon July 15 for Consul General Schwinn with \oreign Uffice 
bp loge a (ialmsley, Acting Hoad of srabian Jepartment, anu searnley, petro~ 
RMR eum specialist in :conmic helatdons Lepartaent) bearnley said he hoa. heard 






Q considering, plan whereby at next relinguishment date in July 1960 

; sempany yy would S wlniary dovble ea,proximately 30,000 sq. miles of caficession & 
x d to relinquish, Fearnley thought Company motive ae Dee 

ered relations with SAG and to contribute to settleuent of UK-SAG boundary 

disputes by making available for possible British companies pert of AKAMCO < 

concession area near frontiers disputed by SAG, . NO 


Fearnley speculated perhaps SAG would not care to have AiiAiMCO wi th- 
Grew from disputed creas. 





would heve major effect on UE-Saudi differences, Froblen ieinarily polite 
ical, not petroleum one, fven if present disputed erene became availe 
able to Britich companies fundamental, roblen would continue to be unlim 
territerial expansici ist aime in 


ol 
Ol 
Gi 
~. 
\ialmeley conmented he could not feel hopeful such action by AKANCO 7 
00 
Arabian Feninsule, O1 
Avebia by British protes- is) 
demands on 





tees es Di! gp = . io 
ald hie be must ark, ami ofily reason Soudis hed not moved in subsequently 
Vives British Government's firm attitude toward | Sout elaine, 







r. 
A EO = Buraimi, ales reiterated crucdal fact was area's strategict” 
this,’ ond UNG, he believed, would not be as 
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€ trier utero of An and Haseat to admit Seuti presence in = Ey 5 
a Bureinl, ES 
E ie 
2 og sisi. Gace sue ae Weed ak dag ak 9) eaten 
g 3 mR Soca, ree a ee eee eee | 
he 4 
‘eo: 3 eS REPRODUCTION ERGH TH " 
8. 8 , Classification . OHIBITED D ONLESSOUN 
. PERMANENT 
‘ RE ‘COPY e This copy must be returned to RM/R central files with notation of action takene: 


i 


po 


2 ce 48 Secetate, Rpt Uhshron, Jidda 


SECHET 


- of fMyedh)* (ne cofiiany was Standard of indfena. interestifig, question would be 
vhet terms compenies would offer, and if, for examle, Qei0 formula, then 
whether AiAVCO would cloose exercise preferential rights. 


Foreign Office officials said they imressoi by iiprovesunt in attitude 
toward ARAMCO during pest year among omong Britten @41 companies: and among, Uritioh 
public interested in: riddle Fast. - Foreign Office ‘ote fore made clear they 
would welcone greater contact between AKAMLO on. ene ond other oil 
componies and IMG on other. 


wills .6 not avare source of Foreign Urfice infomation re Alul£O 


offer  (Geumeeaphe 1 and 2 of. didda'ts 1) ae that !earnley mentioned vuce 
end "Bahrein" int this connection. 


Foreign Office obviously. keenly eatontad in Jeertientites of offer but 
far from sanguine offer is caeees of effecting i ahaa in Seudie rela 
eens 


Enbessy would find helpful. infoewsiion s¢ s extent this catia disoeece’ tw 
ARAMCO or Depertment with WMG and indication | Jepartuent's attitude towards 
AAMCO proposal. 


Ay 


. ‘ HiT cy 
an é i 


fe Vee) ie 
- FOL/&sGV4eClanahan:ng, Grant . ieclanahan - 
| Fal P=59 ; 


Clearance: n 
Me, Schetinn (in draft) © /“ 


E/GEN © Mr, MeGinnis (in draft) ~ 
cOL/li ~ He, Burdett 


‘ 


“London's G-48,/RPTD INFO Jidda and Dhahran Unnumbgred 


Department has. not discussed ARANGO relinquishment offer with 


British officiels.. ARAMCO Washington office states Company poliéy 


x) ¥ 





